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In the Record 


Cost of Preparedness 


National defense cost us $6.3 billion in the fiscal year 
ended June 30, 1941. This was before we went into a shoot- 
ing war of intensity and proportions unequaled in the his- 
tory of the world. Now that the war is over, it might be 
natural to assume that national defense costs would return 
to former totals. Instead, costs for the year ending on June 
30, 1948, will exceed $6.3 billion by about $4.4 billion. The 
entire government cost less to run in the fiscal year ended 
on June 30, 1940, than preparedness costs us today. For the 
facts and figures see the article on page 246. 


More Goods for More People 


The mass production of goods for which American indus- 
try is famous has meant over the years more goods for more 
people. Greater worker productivity has been a part of 
this process and has been achieved through provision of 
more efficient machinery and tools, better working condi- 
tions, the incentive system, better supervision, and a more 
experienced labor force. The general comment after the 
war was that these conditions were present but that pro- 
ductivity was low. In the Board’s latest survey of busi- 
hess practices, Major Hansen discovers that worker produc- 
tivity is again on the rise. Conditions and reasons are sur- 
veyed on pages 242 and 267. 


Some of the Figures Are Synthetic 


Our rubber imports are important items in international 
commerce. They help other countries to pay for goods they 
wish to obtain from us. Last year we imported more natural 
rubber than in any other year except 1940 and 1941. Our 
present record of imports is remarkable. Back in the high 
years of 1940 and 1941, our synthetic rubber industry was 
only toddling. Since then, fed on vitamins and war orders, 
it grew to giant proportions. What was to happen to it 
when peace came? Would it continue dominant or would 
it become a dying industry? Neither of these things oc- 
curred. Last year, we used about equal amounts of natural 
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and synthetic rubber. What is happening is that two indus- 
tries are growing where only one grew before the war. 
Appropriately, we are using twice as much rubber. (Page 
253.) 


The cow said, “There, there ! 
I didn’t really mean it; 
Here’s milk for his porringer 
And butter for his bread.’ 


A. A. MILNE 


Butter or guns? Even without the present accent on 
guns, we still might be faced with a butter shortage. Many 
good things we like, it seems, come from the cow—among 
them ice cream, cheese, butter, cream and milk. We like 
them all—but we are particularly partial to milk and cream. 
While we have been busy drinking up the milk and cream, 
we have continued to cherish “a little bit of butter for our 
royal slice of bread.” With the royal butter scarce and 
high in price, many more of us are spreading margarine on 
our bread. Even so, we are eating less margarine and butter 
than formerly. “Where Is the Butter?” starts on page 254. 


Conservation of an Important Fuel 


Here and there, nature is kind to man and gives him a 
“natural” to use pretty much in the raw as it comes out 
of the ground. Sometimes man has wasted it in his eager- 
ness to get hold of other riches. Much natural gas has thus 
been dissipated while drilling for oil—something like 900 
billion cubic feet of it in 1946. But gas is a hot, efficient 
fuel, and more and more uses are being found for it. Also, 
with pipe lines extending farther and farther from the fields, 
the area of utilization—including house heating—is widen- 
ing. But, at least a third of the currently available product 
is still being consumed right at or near the fields—in forc- 
ing the crude oil through the sands to the bottoms of oil 
wells, in oil-refining processes, and in making carbon black 
for automobile tires and other products. 

The second of two articles on the history, nature and uses 
of natural gas begins on page 248. 
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Business Highlights: 


Trade, Credit and the Third Round 


ETAIL SALES have shown considerable strength 

since Easter. Department store sales in May 

rose to a new high of 308% of the 1935-1939 average 

(seasonally adjusted) as compared with 303% in 

April and 291% in May, 1947. Value of retail trade 

in the first four months of the year was 14.2% above 
the same period a year ago. 

The proportion of the increase in dollar sales attrib- 
utable to rising prices is not known for the four- 
month period. But retail prices in the first quarter 
averaged 8.7% above the comparable period a year 
ago. In March, the retail price index (1935-1939= 
100) stood at 188.6, or .9% below the postwar peak 
of 190.3 reached in January. A year ago March the 
index was 177.2. 

Buying of food and vacation specialties rose to very 
high levels before the Memorial Day week end. Con- 
sumers were encouraged to increase their purchasing 
by promotional sales, particularly of seasonal mer- 
chandise. 

On an over-all basis for the four months through 
April (according to Department of Commerce data), 
filling stations and automotive goods stores made the 
best showing when compared with a year ago.. As 
shown in the chart, the building materials and hard- 
ware group followed closely, with an increase of 
26.3%. Sales of housefurnishings in April increased 
15.3% in dollar volume above the comparable period 
a year ago. The annual increase from April, 1947, 
to April, 1948, was almost 20%. 

Retail stores selling nondurable goods did not fare 
so well. Compared with a 23.3% increase over a year 
ago for durable goods, sales of nondurable goods rose 
only 11.5% through April. Filling stations had the 
greatest increase (36.6%) in business. Food store 
sales rose 16.3% in the same period. Apparel sales, 
drug store sales and eating and drinking places, how- 
ever, rose only nominally in dollar volume. 

Favorable business sentiment seems to be reflected 
all along the line. New orders for durable goods 
placed with manufacturers in March increased 12.9% 
over the previous month. This compares with a 2.4% 
decrease in March, 1947, from the February figure 
for the same year. 


CONSUMER CREDIT AT NEW HIGH 


Buying on the cuff is increasing in popularity, and 
there would be even more of it if it were possible to 
step up home completions and automobile production. 
As it is, the automobile segment of instalment sales 


showed the largest single gain in April, with a rise of 
$109 million. 

Total consumer credit now exceeds $13,590 mil- 
lion, which is more than double the $5,599 million 
outstanding on V-J day and well above the $8 billion 
in 1939. The present volume is impressive. How- 
ever, the ratio of consumer credit to personal income 
was only 6.5% in April—against about 5.6% a year 
earlier, 11% in 1939, and close to 9% in 1929. 


PERSONAL INCOME 


The uptrend in personal income continues. In the 
four months through April, personal income, at a 
seasonally adjusted annual rate, increased to $209 
billion, which was about $3 billion more than in the 
fourth quarter of last year and about 188% above 
1939. Proprietors’ and rental income rose about $2.2 
billion to lift that total to $53.7 billion in April at an 
adjusted annual rate. Dividends and interest also 
rose to $16.1 billion, or about 73% above 1939. 

On the other hand, salaries, wages and other labor 
income declined in April for the third consecutive 
month. Income derived from salaries, wages and 
other labor amounted to $127.6 billion (at a season- 


Retail Sales 
Source: Department of Commerce 
Percentage Increase, first four months 1948 over first four months 1947 
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ally adjusted annual rate), or the lowest since last 
October. For the four-month period, however, this 
income averaged $128.7 billion as compared with 
$128.0 billion in the final quarter of 1947, and 182% 
above 1939, 


MONEY MARKET CONFUSION 


Confusion continued to be the dominant feature of 
the money market throughout the first half of June. 
The President, on tour across the country, repeatedly 
warned of inflation and at one point expressed the 
view that price controls should be in effect at that 
moment. Secretary of Commerce Sawyer at the mid- 
dle of the month took occasion to express his uneasi- 
ness as to prices. 

Money market observers found it difficult to recon- 
cile all this with the announcement of the Treasury 
in May that it would not at this time increase the 
rate on one-year certificates, and would offer new 
ones at the old rate of 144%. The money market had 
supposed that word it had received from Washington 
was almost tantamount to an announcement of in- 
tention to raise this rate to 144%. This expected 
action had been regarded as part and parcel of the 
Treasury’s program to stiffen short-term money rates, 
which in turn was supposed to be one of the essential 
prongs of the Administration’s offensive against infla- 
tion. 

The action of the Board of Governors of the Fed- 
eral Reserve System early in June in raising reserve 
requirements of Central Reserve City member banks 
served to add to the confusion. Influential members 
of the Reserve System for some time prior to this 
action—and indeed prior to the action of the Treas- 
ury regarding the rate on certificates—had been ex- 
pressing considerable concern about the danger of 
inflation. The conclusion was, accordingly, inescap- 
able that the Reserve authorities intended their ac- 
tion to be anti-inflationary. The psychological effect 
could hardly be in any other direction even if the 
actual step taken was of 
itself not of major propor- 
tions. Whatever the reason, 
it can hardly be doubted 


with the President and the Secretary of Commerce 
that inflation was threatening, and an equally gen- 
eral doubt whether anything effective would be done 
to prevent it. In other quarters, the behavior of the 
stock market was taken to mean that widespread un- 
certainty about the business outlook some months 
hence had in large part been removed by the rearma- 
ment and foreign-aid programs. The resulting opti- 
mism proved much too strong for money market 
technicalities, according to these analyses. In any 
event, the upsurge in the market was dramatic and 
well sustained. It had the effect of reviving hope of a 
much stronger demand for new equity issues, al- 
though the volume of new offerings of this type has 
not yet been markedly enlarged. 


THE THIRD ROUND 


The agreement reached late in May by General 
Motors with its employees was promptly and widely 
hailed as setting a pattern for a third round of wage 
increases, which some observers had hoped might be 
avoided at this time. If setting a pattern meant 
merely that wage increases were more or less certain 
to follow generally throughout industry and trade, 
this appraisal of the situation appears to be well sup- 
ported by events since this action was taken by 
the giant motor concern. Increases in wages are rap- 
idly becoming the order of the day. 

But if the General Motors settlement is taken as, 
somehow, determining the nature of other wage agree- 
ments or as fixing even in a rough way the amount 
of wage increases, the pattern idea is less well sup- 
ported. The increases that are being granted from 
day to day vary considerably in amount. Contrary 
to popular ideas, there is little or no uniformity in 
the rate at which money wages have increased. In 
some instances these increases have far outstripped 
the rise in the cost of living, while in others they have 
barely kept pace with consumers’ prices. According 
to the figures of Tue ConrereNce Boarp, workers in 


Table 1: Consumer Credit, Consumer Expenditures and Personal Income 
Sources: Federal Reserve; Department of Commerce 
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1Includes automobile and other sale credit and repair and modernization loans insured by Federal Housing Administration. 
aFirst quarter; 1948 data are seasonally adjusted rates, 
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TABLE 2: AVERAGE WEEKLY AND HOURLY EARNINGS, ALL PRODUCTION WORKERS, 
25 MANUFACTURING INDUSTRIES, JANUARY, 1941, AND MARCH, 1948 


Source: Tar ConrerENcE Boarp 
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the motor industry and in the machine and machine 
tool industry are today receiving little more real in- 
come than they did at the beginning of 1941. Indeed, 
on a weekly basis the workers in the latter industry 
are not quite so well off now as in January, 1941. 

On the other hand, there are a number of indus- 
tries where the dollar income of production workers 
has risen much more than the cost of living. Gener- 
ally speaking, wages which were relatively low in 
the years immediately preceding World War II ap- 


Business 


PAMPHLETS 


Money-saving Purchasing Methods—A collection of 
articles dealing with various phases of purchasing practice. 
Purchasing, Conover Mast Publications, Inc., New York, $1. 


Progress of Farm Mechanization—The record of farm 
mechanization from about 1800 to the present. Miscella- 
neous Publication No. 630, United States Department of 
Agriculture, Washington, D. C. 1947. 


World Food Situation, 1948—A continuation of the world 
food surveys started in October, 1945, presenting both a 
country analysis and a commodity analysis. Office of For- 
eign Agricultural Relations, United States Department of 
Agriculture, Washington, D. C., 1948. 


Actual Earnings 


Hourly Weekly Hourly 


Weekly Hourly 
March, 1948 
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pear to have increased much more percentagewise 
than has the cost of living, while the very highly paid 
workers, such as those in the motor, machinery, elec- 
trical manufacturing, hardware, and heavy equipment 


manufacturing, have made much less real progress. 
(See Table 2.) 


Wiiu1am B. Harper 
Freprerick W. JONES 
Division of Business Economics 


Book Shelf 


Geneva Trade Agreement—NEMA Analysis—An analysis 
which concentrates upon the effect that the trade agree- 
ments will have upon manufacturers of electrical products. 
National Electrical Manufacturers Association, New York, 
1948. Available to nonmembers for $2. 


Labor Market Review, January-February, 1948—First in 
a series of monthly reviews presenting detailed statistics of 
employment, payrolls, hours and earnings in New York 
State and its principal industrial areas and a survey of cur- 
rent developments in unemployment insurance and related 
phases of the employment security program. Bureau of 
Research and Statistics, Division of Placement and Unem- 
ployment Insurance, New York State Department of Labor. 
No charge. 
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“Ask The Conference Board” 


Can the “‘wage and salary receipts”’ figures published 
in the Department of Commerce release Monthly Personal 
Income in the United States be used to bring up to date the 
wage and salary figures, published by the same Depart- 
ment, as a component of the national income total? 

The figures are not exactly comparable. Those published 
monthly exclude employees’ contribution to social insurance 
while those in the national income total include these pay- 
ments. However, since the monthly release shows the 
amount of the employee contributions separately, it is pos- 
sible to get identical figures by addition. It is important to 
note, however, that the national income breakdown refers to 
quarterly totals. Consequently the change from the last 
quarter to any particular month may overstate or under- 
state the actual movement. 


What was the gross governmental debt in the United 
States, federal, state and local in 1947? 

As of June 30, 1947, the gross debt of our three layers 
of government was $275,075 million. Of this total, the 
Federal Government accounted for $258,286 million. On a 
per capita basis, gross governmental debt amounted to 
$1,910 compared with $480 in 1940. (Source: Bureau of 
Census) . 


How much would it cost at present to replace a brick 
and steel factory building built about twenty years ago 
at a cost of $100,000? 

Tn early 1948 it would cost from $71,000 to $123,000 more 
to construct a brick-steel factory building than it would 
have in the years 1926-1929, depending on its location. The 
San Francisco area shows the greatest rise, while the lowest 
was recorded in Chicago. (Source: Boeckh Index Construc- 
tion Costs.) 


Is there any way to measure the adequacy of current 
reserves for unemployment compensation in the event of 
a major depression? Are the states with the highest re- 
serves the ones which may be expected to experience the 
most severe drains or is unemployment likely to be most 
acute in those states least able to meet a high benefits load? 

Unemployment data by states are available for the four 
depression years 1930-1933. In the continental United 
States, 25.8% of gainful workers were unemployed during 
this period. The unemployment ratio ranged from a low of 
17.0% in Georgia to a high of 34.3% in Michigan. A com- 
parison of the state proportions of unemployment during 
the early Thirties with the percentage of covered workers 
who could be paid benefits for maximum duration under 
state laws in effect and from funds available on June 30, 
1947, shows that all but six states had sufficient reserves to 
pay full benefits to at least twice the proportion of workers 
out of work in an average year from 1930 to 1933. (See 
following table.) The only state whose reserves in mid- 
1947 would not have been enough to finance full unemploy- 
ment payments was Massachusetts. 

Two important qualifications must be borne in mind when 
interpreting these comparisons. Population and industrial 
shifts which have occurred in the past decade and a half 
make it doubtful that the unemployment pattern among 


states will be the same in any future depression as it was 
in the Thirties. In the comparison we have assumed that 
the proportion of “gainful workers” unemployed is identical 
with the proportion of “covered workers” who would be 
unemployed. Since unemployment varied between industries 
this assumption may not be completely valid. 


Adequacy of Reserves 
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State Unemployed Duration fromFunds 
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1Supplement to Report to the President of the Committee on Economic Security, 


1935, pp. 5-6. , ¥ 

2Percentage of covered workers employed in the state during an average month 
in 1946 who could, from funds available on June 30, 1947, be paid all the benefits 
due them under laws enacted by June 30, 1947 assuming: (a) the ee weekly 
benefit amount would be equal to the average pape: in the state during the 
second quarter of 1946; and (b) all claimants would be eligible for and would receive 
the maximum number of weeks of benefits payable under the state law. Column 7 
of Table 1, p. 238, The Business Record for January. 


242 THE CONFERENCE BOARD 


June, 1948 


Survey of Business Practices: 


Productivity on the Increase 


HYSICAL output per man hour at present ex- 

ceeds that of a year ago for slightly more than 
two thirds of all companies cooperating in this 
month’s survey of business practices. Only 10% re- 
port a decline, while the remainder indicate no 
change. 

Compared with the prewar period 1939 to 1941, 
slightly more than three fifths report increased pro- 
ductivity, while slightly more than one fourth indi- 
cate a decline. The remainder report no change. 

Many factors have contributed to the higher level 
of productivity, but that most frequently mentioned 
is improved equipment and tools. The majority of 
companies indicate that the workers are better sup- 
plied with tools than in the prewar period. The trend 
generally is toward better-quality products which 
often require additional man hours per unit. 


MEASURING PRODUCTIVITY 


Various methods are employed in measuring labor 
productivity. For this survey, productivity was de- 
fined as the physical output per man hour or per 
employee. In many instances it is difficult, if not 
impossible, to isolate and evaluate labor’s contribu- 
tion to increased output from that made by manage- 
ment. As one executive observes, productivity is af- 
fected by three factors: “(1) labor efficiency; (2) 
change in equipment and tools; (3) change in manu- 
facturing techniques and methods. Any one of these 
three factors or a combination of them will affect 
productivity.” At times, the workers’ contribution 
as compared with that of management is clearly evi- 
dent, but generally that is not the case. However, 
this survey largely concerns itself with the net result 
of the activities of both groups. 

The production methods of different industries 
complicate the study of productivity changes, par- 
ticularly in evaluating labor’s contribution. For ex- 
ample, a paper manufacturer observes that “there is 
a wide difference as to the question of productivity 
in the output of base paper, which is dependent on 
the speed of a paper machine, and the number of 
bricks laid in a day, which is the result of the con- 
scious control by the individual operator.” This exec- 
utive believes that a distinction should be made 


1A survey of personnel executives, published in The Management 
Record for June, 1947, revealed increased production per employee 
over 1946 in two out of every five cooperating companies. A simi 
number reported no change from year-earlier levels, while one out 
of ten observed that employee output was either lower or “better in 
some departments and poorer in others.” 


between machine-paced and man-paced work in ap- 
praising the trend of productivity among industries. 

Executives frequently state that productivity can 
be more readily measured and more accurately com- 
pared in some industries than others. Commenting 
on the difficulty of measuring changes in physical 
output per man hour, a petroleum company executive 
reports that it is partly because of the nature of his 
business “which is subject to changes in production 
methods, raw materials and equipment, and in prod- 
uct mix or composition.” Some other executives also 
indicate that comparisons in output with earlier peri- 
ods are difficult or impossible because of new products 
or major changes in old products. In a few instances, 
these difficulties have been at least partly overcome 
through a study of component parts of a new product. 
For example, an electrical appliance manufacturer, 
observing that a television set is much more compli- 
cated than any prewar radio set, feels that adequate 
productivity comparisons can be made on the basis 
of “established standards which break operations 
down into smaller elements.” 

Another method employed by an instrument and 
controls manufacturer to measure and compare pro- 
ductivity, despite major changes in product, embodies 
two approaches. Direct labor was related to direct 
man-power standards which had been time studied. 
In addition, over-all results were analyzed through a 
cost-analysis approach. “On this basis, by analysis 
between our price increases compared with our ma- 
terial, wage and salary increases as related to gross 
profits, it seems fairly evident that we have some 
increase in physical output over and above the effi- 
ciency improvement in our direct labor.” The large 
majority of companies, however, estimate productiv- 
ity in terms of physical output. 


RESULTS COMPARED 


Some of the leading industries most heavily repre- 
sented among the 67% of the companies reporting 
higher labor productivity than in 1947 are automo- 
biles and equipment, industrial machinery, machine 
tools, office equipment, paper, and steel. Definite fig- 
ures have not been supplied by most companies, but 
those furnished range from slightly below 1% to 
28%. The median average increase is 742%.1 Promi- 
nent among the 23% of the companies reporting no 
change from a year ago are leather and products, and 
textiles. The 10% of the companies reporting lower 


1Caution should be exercised in the use of this figure because of 
relatively small number of companies represented. 
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productivity are widely scattered among different 
industries. 

Compared with the prewar period 1939-1941, 61% 
of all cooperators report increased productivity, 28% 
observe decreases, and 11% note no change. Definite 
figures are given by relatively few companies. Re- 
ported increases range from 5% to slightly more than 
60%, with the median average 20%.1 Reported de- 
creases range from 5% to 40%, the median average 
being about 15%.1 Generally, the industry pattern 
of productivity changes is similar to that developed 
by a comparison of current results with those of 
1947. A notable difference is that the majority of 
automobile and equipment companies report lower 
productivity than in the prewar years. This is also 
true of food and textile companies. 

Several executives reporting increased productivity 
for direct labor observe that indirect labor and salary 
employees are making less favorable showings. As 
one executive comments: “The biggest, single area 
for improvement in physical output per man hour is 
in our indirect and salary activities, which we have 
badly neglected from a control and measurement 
or a methods improvement standpoint.” 


REASONS FOR INCREASED PRODUCTIVITY 


Many reasons for increased productivity are cited. 
Usually, the same factors which contribute to gains 
over 1947 also explain increases over the prewar 
period. Generally, increases are the result of a com- 
bination of developments, some of which are not 
always favorable. Thus, in numerous favorable situa- 
tions some unfavorable elements are noted. “The in- 
crease was not so great as it should have been” is a 
not uncommon phrase. 

A good illustration of the many forces at work is 
given in the following comment: 


“Productivity per man hour has been increasing in 
our plant progressively for several years. In fact, it has 
for many years, except for a period during the war when 
all production programs were upset and efficiency lagged 
because of too many people employed with marginal 
ability. It took us a year or more after the war ended 
to get back into our production stride and to overcome 
some of the bad habits we had learned. We found that 
some of our employees who had left us to go to war 
work also returned with some bad habits learned on 
gravy-train jobs elsewhere. These tendencies have been 
largely overcome through supervision and the operations 
of our wage-incentive system and by elimination of those 
who either could not or would not meet production stand- 
ards. Technological improvements, better methods, bet- 
ter machinery and more careful selection and training 
of employees have all contributed to improved produc- 
tion, so that it is impossible to determine how much of 
the improved productivity is owing to improved efficiency 
of the workers and how much to other causes.” 


1See preceding footnote. 


The most frequently mentioned reason for in- 
creased output, however, is new and improved equip- 
ment and tools. Also frequently mentioned are im- 
proved material flow, decreased labor turnover, better 
production methods and plant layouts. More efficient 
materials handling and adoption of incentive plans 
also are often mentioned. 


Tool Supply 


Generally, workers are better supplied with tools 
today than prewar. A few exceptions to this rule are 
found. Some companies note that equipment and 
tools took a bad beating during the war and that 
obsolete and partly worn-out tools have not yet been 
replaced. The influence of this better tool supply is 
strikingly illustrated by a number of manufacturers. 
Thus, a producer of special industrial machinery 
credits an over-all increase in productivity to better 
tooling and better methods because “where the same 
tools and methods are used today as were used be- 
fore the war, labor’s productivity is not so good as it 
was in prewar years. We attribute this to the feeling 
of independence created by strong union organization 
and to the ease with which jobs can be obtained. Both 
of these influences make it more difficult to maintain 
good working discipline.” 

The extent to which operations can be mechanized 
varies, of course, considerably among different indus- 
tries. This is also true among departments or sec- 
tions within a company and partly explains variations 
in changes in productivity. The extent of technologi- 
cal improvements also differs. Moreover, as one exec- 
utive observes, to obtain increased efficiency it is 
necessary not only for producers to buy new equip- 
ment but for makers of capital goods to develop bet- 
ter equipment and tools continually. It would seem 
that capital goods producers confronted with very 
active competition have made the greatest strides in 
increasing the output of their machines. In one case, 
a manufacturer reported an average output a man 
hour in the prewar period of 160 forgings through 
“employing a method where a group of five people 
were assigned to two forging machines. A new 
method employing improved equipment and tooling 
now makes it possible to perform this forging opera- 
tion with one operator for one forging machine, with 
an output rate of 600 pieces a man hour—an increase 
of 275% in physical output. Both the men’s effort 
and management’s contribution to the technical de- 
velopment of this process share in this increase. If 
the men would produce at the same productivity and 
effort as before the war, then the output would be 
about 530 pieces an hour.” Newly developed special- 
purpose machinery has contributed to substantial 
gains in output. Without the many improvements in 
the efficiency of machines, usually coupled with 
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better methods and processes, the impact of rising 
wage costs on end-item prices would have been much 
more severe. 


Improved Materials Handling 


Considerable progress has been made in materials 
handling, which, in turn, has raised productivity of 
workers. Frequent mention is made of the use of 
new conveyor systems, pallet trucks or lift trucks. 
Such material-handling equipment has not only im- 
proved efficiency of machine operators but has per- 
mitted reductions in some indirect costs. A striking 
example of the contribution such new equipment has 
made is supplied by a chemical producer reporting 
a 45% increase in physical output a man hour as 
compared with 1940. This “improvement is very 
largely a reflection of the installation of equipment 
for the handling of materials and disappearance from 
the payroll of a section of our employees classified in 
1940 as ‘common labor.’ In the few cases where we 
were able to measure productivity directly in opera- 
tions where the same equipment is being used today 
as in 1940, we find an increase of a little better than 
10%. We attribute this increase to substantially im- 
proved labor relations, and the effect of an increas- 
ing tempo of production resulting from mechanism 
in other parts of the plant.” 

Better planning both for plant layouts and work 
has been a major factor in the increased productivity 
in some companies. Continuous study and analysis 
of operations, processes and methods have made sig- 
nificant contributions to greater output. Develop- 
ment of realistic standards has also proved beneficial. 


Effect of Volume of Business 


Productivity is also affected by the volume of busi- 
ness on hand, although the influence varies in dif- 
ferent industries. Heavy demand permitting long 
runs with less time lost for setup obviously aids pro- 
ductivity. Executives in some continuous-operations 
industries find that productivity is higher as a larger 
percentage of capacity is utilized. For example, some 
steel producers ascribe increased efficiency to the 
high rate of operations. On the other hand, high de- 
mand in some companies may necessitate the use of 
comparatively obsolete equipment with the result 
that over-all productivity suffers. It may also require 
the hiring of new workers or the addition of an extra 
shift resulting in a dilution of average plant skill and 
efficiency. When business subsequently declines pro- 
ductivity may increase. As an example, a machinery 
company which was forced to reduce total output 
because of lowered demand reports that “this has 
resulted in elimination of a third shift and most of a 
second, with resulting higher efficiency, elimination 
of newer employees and better supervision.” 

The attitude of workers to changes in demand 


often has an important bearing on productivity. A 
number of instances are reported where a reduced 
work week because of lessened demand was accom- 
panied by a rise in output per worker. A miscellane- 
ous metals producer, noting that productivity had 
increased over a year ago partly because of improved 
tooling and methods engineering, also finds that “a 
slow reduction of 30% in factory personnel during 
1947, to adjust for a declining backlog of orders, has 
had a decided psychological effect on the output of 
the remaining employees.” A nonferrous metals pro- 
ducer in part attributes increased output per worker 
to a reduction in the week from forty-eight to forty 
hours. “When the 1844-cent an hour wage increase 
took place two years ago,” he writes, “we cut our 
schedules to a forty-hour week because we could not 
afford the overtime. With incentive pay, the individ- 
ual workers increased their output an hour so that 
in a forty-hour week they have come within 6% of 
producing as much as they used to in the 48-hour 
week—and, of course, they have increased their 
average earnings for the forty hours accordingly, 
while we have saved Saturday overtime.” 

On the other hand, there are a few complaints that 
workers tend to take it a bit easier when they sec 
business declining in order to make a job last as long 
as possible. This reaction, however, appears to be | 
encountered largely when operations are interfered 
with by material shortages rather than by a drop in 
demand. Thus, a hardware manufacturer finds that 
“creating an atmosphere of steady operation brings 
up production. As an example, a year or two ago 
steel ran short and we had to reduce labor hours per 
day from nine to eight. Everyone could see the rea- 
son because the steel was running short, and the 
papers were full of the story of steel shortages. The 
production fell off 20% on an 11% reduction in work 
hours. This was not owing to intentional slackening 
to prolong a job. When there was a lot of work in 
sight they turned it out. In March, 1948, conditions 
were very favorable, and the full force had a field 
day in breaking all production records.” For most 
raw materials, supply conditions are currently more 
favorable than a year ago. 


Effect of Incentive Plans 


Incentive wage plans are credited with having been 
largely responsible for increased output in some cases. 
In a few instances, fairly accurate comparisons are 
possible between day work and piecework, and each 
time the results of the former are regarded as un- 
favorable. One executive notes that as living costs 
increased, workers under an incentive plan stepped 
up output to compensate for price rises. A number of 
producers are installing incentive plans. 

Another reason for increased productivity for some 
companies has been a reduction in labor turnover. 
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With a more stable working force, the average level 
of experience of workers has increased. Intensive 
training programs are also more effective when turn- 
over is substantially reduced. 

Credit for increased output is also given to im- 
proved supervision. High-caliber supervision and ef- 
fective channels of communication are considered 
important. An example of a constant campaign to 
raise production through better supervision is given 
by a chemical producer reporting greater productiv- 
ity than before the war “mainly through labor-saving 
devices and machines. On the other hand,” this 
executive continues, “there is no question but what 
our people are working harder than they were a year 
ago and probably working harder than they were 
before the war. We feel that this comes about as a 
result of better supervision and not because our work- 
ers are displaying a more willing spirit than a year 
ago. Immediately after the war was over, we took 
the stand that, if we were going to survive in the 
competitive market, we had to become more effi- 
cient. We openly stated that we were going to do 
everything within our power to engineer our processes 
to give the lowest labor cost and were going to 
insist upon a fair day’s work. By taking this stand 
openly, we have beaten the resistance to what might 
otherwise have been interpreted as a speedup for the 
sake of making profits at the expense of the work- 
man. In no case have we asked for more than a fair 
day’s work and in no case has anyone suffered.” 

High-quality supervision, good labor relations and 
union cooperation combined are credited with being 
the principal cause of increased output by a few pro- 
ducers. While not stressed in many instances, good 
labor relations are often implied as being necessary 
to a successful execution of other programs designed 
to raise efficiency. An example of cooperation is given 
by a producer of miscellaneous metal products: 


“Improved attitude and cooperativeness by factory 
employees and especially by the union leadership has con- 
tributed greatly to improved productivity. In negoti- 
ating wage increases a year ago, increases and other bene- 
fits were granted with the express understanding and as- 
surance from the union leaders that they could and 
would cooperate in eliminating substandard producers, 
first by giving them warning and opportunity to bring 
their production up to standard and failing in that to 
agree to their dismissal. Union leadership has fully co- 
operated in this program, which has resulted in materially 
increasing average bonus earnings. This is, of course, 
reflected in increased earnings as well as increased produc- 
tion.” 


OBSTACLES TO INCREASED PRODUCTIVITY 


The two most frequently mentioned reasons for a 
decrease in productivity or for the absence of an 
increase are labor restrictions on output and short- 
ages of materials. These shortages at times are 


attributed to strikes in suppliers’ plants. A few pro- 
ducers also find fault with the quality of materials. 
An automobile company executive contends: “We 
have not reached the prewar quality in materials. 
The cast-iron mixture is poorer, the grade of coke is 
below average and the commercial concept of ac- 
ceptable standards is not so high as it was before the 
war.” Another prominent reason for the failure of 
output to rise is a delay in obtaining all the equip- 
ment and tools desired. As modernization programs 
are completed, higher output per worker is confident- 
ly expected. 

Still another major reason advanced for poor or 
relatively poor production showings is the attitude 
of workers. In some cases, this resulted from the 
necessity of hiring imexperienced and low-quality 
workers because of man-power shortages. Manage- 
ments often complain, however, that the attitude of 
their workers has deteriorated considerably as com- 
pared with the prewar period. They contend that 
there is less pride in the work done, resulting in an 
increase in defective materials and scrap. Less effort 
is put forth, and, while at work, employees do not 
stay on the job as regularly as prewar. One executive 
explains: “The protection afforded employees through 
union seniority and union policies makes it difficult 
to attain the prewar pride for good quality and work- 
manship.” It is also observed that some bad habits, 
including faulty supervision, acquired during the war, 
have not been entirely lost. 


CHANGES IN PRODUCTION 


Products manufactured by the majority of coop- 
erators are similar to those they made in the prewar 
period, although a trend toward higher quality, closer 
tolerances, better finishing and other improvements 
is requiring more machine time and man hours.! Of 
course, numerous examples of major changes in de- 
sign, development of new products and marked 
changes in product mix are reported. If adequate 
allowance could be made for these developments, 
productivity reports for the majority of companies 
would make a better showing than previously indi- 
cated. Some producers observe that changes since 
the prewar period have been so pronounced that labor 
productivity figures could not be compared. At times, 
comparisons are made on the basis of results for 
component parts or on the basis of standards. While 
changes in production or product mix generally are 
in the direction of adding man hours to each unit of 
output, simplification of products and other changes 
have in some instances resulted in a reduction in 
man-hour requirements per unit. 


Henry E. Hansen. 
Division of Business Practices 


1See “Tighter Quality Control for Better Products,” The Business 
Record, May, 1948. 
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Preparedness: Picture Before World War II 


REPAREDNESS is an increasingly costly un- 

dertaking. For the current fiscal year, national 
defense outlays as now estimated will exceed total 
budget expenditures for every fiscal year between 
1900 and 1940 inclusive, excepting 1918 and 1919. 

During the fiscal year of 1941, just prior to World 
War II, national defense cost us $4.4 billion less than 
is estimated for the year ending June 30, 1948. Dur- 
ing most of the Twenties and Thirties defense out- 
lays remained low. In no fiscal year from 1922 to 
1937 did they surpass a billion dollars. 

National defense expenditures reached their lowest 
percentage of the total budget since 1900 in the fiscal 
year 1934. Increasing gradually from that year, Army 
and Navy expenditures nearly tripled by the fiscal 


Table I: 
Source: Treasury Department 
In Millions of Dollars 


Miscellaneous War Activities 


War Navy 


Expenditures for War Activities! 


year 1940—from $540.3 million to $1,558.8 million. 
The principal causes of this increase, as enumerated 
by the Secretary of the Treasury, are as follows: 


(1) The gradual restoration of the pay cuts imposed 
by the act of June 30, 1932, and the removal of the pro- 
hibitions against automatic increases in compensation. 

(2) The increase in the average enlisted strength of 
the Army from 118,750 to 165,000 men. 

(3) The policy declared in the Vinson-Trammell Act 
of 1934 of building up the Navy to the strength permitted 
by the naval treaties of 1922 and 1930. 

(4) The program for building up the air forces of both 
Army and Navy. 

(5) The program for mechanizing and motorizing the 
Army. 

(6) For the fiscal year 
1940, the provisions of ex- 
ecutive orders dated Sep- 
tember 8, 1939, directing 
that the enlisted strength 
of the Army, Navy, and 
Marine Corps and of the. 
National Guard be  in- 


Period Total Depart- | Depart- Total Agricul- Treasiuty) hata War 
ai mastic] Boer! ey Depart- | Maritime (ead Others creased and _ authorizing, 
Activities | ment meut Sere tration under certain conditions, 
Roa ce SS | eS SS ee the ordering to active duty 
TOSS [eee 680 302 350 29 29 ty a of such officers and men of 
ane eee. 531 243 297 -10 -10 a sd the Reserves as might be 
Sed age ead 689 273 436 -21 21 Sais attests deemed necessary.* 
AOSGNY Hy: ae) 900 283 529 -12 -12 att “pete, ih 
a 5 Ani ' oe 557 6 -6 July 1, 1940, is usually 
ORS 62 ,02 432 596 1 1 = « 
1939).3.5. 00...) "2906 490 673 44 44 considered the date mark 
MO40 te) sinc wehs fh 1,657 667 892 99 iy: 99} ....]  .... ing the beginning of the 
NOS ee is se 6,301 3,678 2,313 310 3 24 51 sors 233 defense rogram recedin 
1042" Oe 26,011 | 14,070 | 8,580 | 3,362 696 519 929 132 | 1,085 eg P ee WwW 3 WwW 8 
LOBE... 2a 72,109 | 42,265 | 20,888] 8,955] 2,011] 1,201] 2776] 1,105] 1,863 the Second World War— 
1940 July... ....: 199 79| 102 17 1 8 g although the President 
August...... 293 91 111 20 2 11 7 had urged preparedness 
October..... 311 137 154 Qi 1 10 19 * FASSCGEhy*ee VaR UAE eee 
November. . 393 206 173 15 a 3 12 The increases in military 
December. . . 495 290 184 Q1 3 -3 arate Q1 outlays which had taken 
1941 January..... 589 350 223 16 2 —4 aais Li ] ior to the 1941 fi 
February...} 610 408 181 20 2 a eee 27 . piace prior to te S~ 
Matok eB ae ae 548 196 25 : 3 21. cal year were small in 
11) a BAe 522 233 28 a 4 21 : 
Maye 857 465 352 39 1 3 8 @y «- Comparison. 
Fene.s\sciabie ssz| 500| 263 70 1 4 Lah Ween 61 The monthly defense 
pF mieae a 969 516 362 91 5 1 41 sai 88 expenditures at the begin- 
August...... 1,131 598 441 93 19 9 =6i\ eee 70 ° fu thect Waals feed 
September 1,330 7146 424 160 37 16 46: | ee 61 “MIN. 0 ©) SCA. 
Sete d er mat 497 aos fs te Sa 72 year approximated $200 
ovember. . . 493 85 ec 58 alls oe : 
December...} 1,850] 1,072] 545 | 938 43 52 rg ea 79 ‘million, rising to $832 mil- 


Note: Figures are rounded to nearest million and will not necessarily add to totals, 


1Does not include war activities expenditures paid from corporate funds. 
2Includes emergency ship comabruetion lean’ March, Tosi, 


‘Includes war expenditures of Commerce, Justice, Interior, and State departments; Civil Service Commission; Executive Office 
of the President (including Office for Emergency Management); Panama Canal; capital stock of Smaller War Plants Corporation; 
ederal Works Agency; National Housing Agency; Selective Service eteiaie: 


Defense Aid Special Fund; Federal Security Agency; F 
trative); and aid to China, 
aLess than $500,000. 


lion by the end of the fis- 
cal year. In August, 1941, 


1Annual Report of the Secretary 
of the Treasury on the State of the 
Finances for the Fiscal Year Ended 
June 30, 1940, p. 32. 
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TABLE 2: COMMITMENTS, RECEIPTS, AND DISBURSEMENTS OF THE RECONSTRUCTION FINANCE 
CORPORATION!, JULY 1, 1940, TO JUNE 30, 1942 
Source: Treasury Department 
Millions of Dollars 


Authorized 
Agency or Classification 


Total 
July 1, Fiscal 
1940, to Year 
June 30, 1941 
1942 
Defense Plant Corporation............. 7,581 1,622 
Defense Supplies Corporation.......... 2,916 128 
Metals Reserve Company.............. 2,506 819 
Rubber Reserve Company............. 1,591 201 
U.S. Commercial Company............ 26 bd 
Reconstruction Finance Corporation 
Loans to Great Britain, Northern Ireland 425 
Defense Homes Corporation........... 64 
War Damage Corporation............. 100 
Automobile financing................. 132 Act 
PNUMOUHED JOANIS. 2) kde Sew cease ees 1,008 201 
BDOCAL MES. (AR PON AOSS Shock 16,349 | 13,378b| 2,971 


MWIncluding its subsidiaries. 
2Comprises rents, repayments, and sales. Does not include profits on sales. 
aLess than $500,000. 


Table 3: Monthly and Cumulative Detail of 


Goods Transferred and Services Rendered under 
Lend-lease Aid 
Source: Lend-lease Administration 
Millions of Dollars 


1942 


oth Goods | Services 


Trans- Ren- 
ferred dered Aid 


the one-billion-dollar mark was passed. These expen- 
ditures are shown, by agency, in Table 1. Activities 
of the Reconstruction Finance Corporation and its 
subsidiaries are shown separately in Table 2. 


Commitments 


Withdrawn and Canceled 


Disbursements 


Fiscal 
Year 
1942 


bIncludes $623,233,200 representing estimated cost of construction of synthetic 
rubber plants by Defense Plant Corporation; repeated in commitments of Rubber 
Reserve Company by reason of its agreement to reimburse the former for its in- 
vestment. 


Lend-lease outlays, authorized by the Lend-lease 
Act of March 11, 1941, are reflected in the expendi- 
ture figures in Table 1. The agencies directly involved 
in this program and having the larger expenditures 
included the War, Navy, Agriculture, and Treasury 
departments, the Maritime Commission, and the 
War Shipping Administration. The magnitude of the 
lend-lease program through 1942 is shown in Table 3. 
By the end of that year, more than $8 billion in aid 
had been rendered. 

Bernard Moss 
Division of Business Economics 


Business Book Shelf 


The Board of Directors and Business Management—By 
Melvin T. Copeland and Andrew R. Towl. Boston: Divi- 
sion of Research, Graduate School of Business Adminis- 
tration, Harvard University, 1947. $3.25. 


Mathematics of Accounting—By Arthur B. Curtis and 
John H. Cooper. Third Edition. New York: Prentice-Hall, 
Inc., 1947. $6.00. 


Business Planning and Control. By Floyd H. Rowland. 
New York: Harper & Bros., 1947. $4.00. 


Housing Statistics Handbook—This sorely needed hand- 
book is organized in three parts, dealing with each of the 
following phases of nonfarm housing: (1) the volume and 
cost of new housing production; (2) the size and character- 
istics of the existing stock of housing; and (3) the financial 
aspects of housing. Housing and Home Finance Agency, 
Office of Housing Economics, United States Government 
Printing Office, Washington, 1948. $1.00. 
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Natural Gas: Utilization and Supply 


ATURAL gas is rapidly becoming big business. 
Big in the amount consumed and big in the 
many services it performs. Last year consumption of 
this highly efficient fuel, excluding repressuring, 
reached the astronomical figure of about 4.4 trillion 
cubic feet. 

Most people are familiar with billion-dollar figures 
in government expenditures, budgets and government 
debt, gross national product and national income. But 
trillions still stagger the imagination. However, if it 
were possible to form a cube at atmospheric pressure, 
4.4 trillion cubic feet of gas would be about three 
miles in each dimension weighing about 106 million 
tons. This quantity of gas has the heat value of 
about 175 million tons of coal. 

More than a trillion cubic feet of natural gas was 
used in 1946 for repressuring oil wells. This is a proc- 
ess used to increase recovery by forcing the crude oil 
through the sands to the bottoms of oil-producing 
wells. In addition, about 900 billion cubic feet were 
lost by flaring, or by blowing the gas off into the 
air and by transportation losses. More than a third 
of the marketed gas was used in oil and gas fields and 


in the production of carbon black. Nearly one out 
of every four cubic feet of gas consumed never leaves 
the field. This gas is used for drilling and pumping 
gas and oil wells, and for operating natural gasoline 
extraction plants. It includes gas lost or consumed 
in oil “lift” operations or gas which is pumped into 
oil-well casings to give the oil a boost to the surface." 

Carbon-black plants account for a larger part of 
natural gas consumption than any other single indus- 
trial use except field operations—in 1946 about 478 
billion cubic feet, or an increase of 38% over 1939 
and nearly a ninefold increase over 1919. 

The carbon-black industry has been somewhat 
nomadic in character. It requires two things of nat- 
ural gas—plenty of it and a cheap price. The in- 
dustry began and flourished in the Appalachian area 
during its flush of gas production. But when other 


1The Bureau of Mines estimates gas use for repressuring in 1946 at 
1,038,242 million cubic feet; losses and waste at 873,083 million 
cubic feet include gas (mostly residue gas) blown to the air and 
transportation losses but does not include direct waste on producing 
properties except where data are available. As a rule, all natural 
gas consumed for useful purposes within the oil and gas field and 
which does not find its way to carbon-black plants or pipe-line 
transportation systems is defined as “‘field use.’’ 


TABLE 1: CONSUMPTION OF NATURAL GAS IN THE UNITED STATES BY USES, 1920-1945! 
Source: United States Bureau of Mines 
Billions of Cubic Feet 


Year Al ih retal Domestic | Commercial 

Total 
WSR eee scl o> ste oes 798 286 a 512 
OR ieras rin vie sehen 662 248 a 414 
OR Ris 6.0.0 eye aero yape gs 763 255 a 508 
O28 a nis ix nce age vene 1,007 Q77 a 730 
NDA sire ssiaie sie) cin aperti ear © 1,141 285 a 856 
NGOS Bidsrcveee insane ss 1,188 272 a 916 
LO2Ges aaiciegids s se.cunric 1,313 289 a 1,024 
OA CSO TOE 1,445 296 a 1,149 
VOSS rece eas 1,568 $21 a 1,247 
19295 Dew ap orice eieee 1,918 360 a 1,558 
LOSO neces eine wine prere 1,942 296 81 1,565 
LOS: shes teictes cay wet atetes 1,684 294 87 1,303 
VOSS. Sioa ee An «eee ss 1,554 299 87 1,168 
LOSS s. Aer oers athe are 1,553 283 86 1,184 
LOB Aire a westerns ei 1,765 288 91 1,386 
LOBE oo rac cer creseins 45 1,910 314 100 1,496 
TOSG se ctrelvio's w'ecx bts aise 2,161 343 112 1,706 
LOST 52. 50's 2a nee 2,403 372 117 1,914 
LOSS cise telnet oleic sions 2,294 368 114 1,812 
19808 55 62 Sane wants bares 2,474 391 119 1,964 
LOSO is Ge sas ey Bis 2,655 444 134 2,077 
LOG 5 p's ia:sFleseislste aime 2,805 442 145 2,218 
1O4D a os wake on dike Maes 3,045 498 184 2,363 
TOMB ao os 5 vay MX Om nits 3,403 529 205 2,669 
WONG Fis en atert a8 3,696 562 221 2,913 
LOAD. iis Agee en's 0 were 3,900 608 230 3,062 


1Data include natural gas used in mixtures with manufactured gas. 
Sactnes very small amounts of gas other than natural gas; this amounted to 
1% in 1945. 


Industrial 

Field Carbon Electric Petroleum Cement Other 

Uses Black Utilities? Refining Making Industries 
202 41 25 b b 244 
182 51 24 b b 157 
198 54 Q7 b b 229 
343 109 31 b b 247 
393 157 48 b b 258 
424 140 46 88 b 218 
478 131 53 122 b 240 
549 144 63 123 24 246 
574 175 17 115 31 275 
705 261 113 104 42 333 
723 267 120 99 41 315 
571 196 138 76 31 291 
529 168 107 68 @1 275 
491 190 103 66 22 $12 
555 230 128 80 27 366 
580 242 125 80 27 442 
619 283 156 93 387 518 
651 341 171 1138 40 598 
659 $25 170 110 37 $11 
681 347 191 98 40 607 
712 369 183 128 42 643 
686 865 205 148 54 760 
721 336 239 202 65 800 
781 315 306 244 52 971 
855 356 360 301 36 1,005 
917 432 826 338 89 1,010 

alncluded with “domestic.” 


bIncluded with “other industrial.” 
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uses for gas developed and prices were boosted, the 
carbon-black people moved into other areas. By 1929, 
carbon-black manufacture in the Appalachian area 
had almost disappeared and the industry was going 
full force in Louisiana where plenty of low-priced gas 
was available. Today, Texas is the center of opera- 
tions, with more than forty plants there accounting 
for over 80% of the gas consumed. 

Carbon black, similar to its prime source, natural 
gas, has many uses, but rubber far overshadows all 
others. In fact, the growth of rubber manufacture 
with the rise in automobile production is reflected in 
carbon-black demand. (See Table 1.) Rubber and 
rubber products account for about 95% of total car- 
bon-black demand. This is readily understandable 
when it is realized that a standard 6.00-by-16 four- 
ply tire requires nearly five pounds of carbon black 


Table 2: Fuels Consumed in Petroleum Refineries 


Source: Bureau of Mines 
Trillions of British Thermal Units 


Wueloil'and'acid sludge... .5.....020. 0.0025 219 249 
RREERE VS PAS ON 2 a5 5 Wy chesney siclecsusiefisneges tae + sha 425 75 
IND TEL oR saan gee Ges SS Aa oe 148 129 

EOE Reet coe od eas bea oe PROS 823 597 


Table 3: Consumption of Natural Gas in Utility 
Electric Generating Plants! 


Source: Federal Power Commission 
Billions of Cubic Feet 


ii a 115 
All other states. . . 41 
Grand total.... 156 


MIncludes very smal] volume of gas other than natural gas; this amounted to 
about 1% in 1945. 


Table 4: Industrial Consumption and Average 
Price of Natural Gas Purchased in 1939 and 1944 


Source: Federal Power Commission 


Consumption in Billions of Cubic Feet; Prices in Cents a 
Thousand Cubic Feet 


Metallurgical........... 
Ceramics and glass...... 
Food production........ 
Pulp and paper......... 
mlinthers, .....)... iss 


if it is made of synthetic rubber and about three and 
one-half pounds of carbon black if it is made from 
natural rubber. Carbon-black production tripled 
from 1936 to 1946, with most of the increase occur- 
ring in the latter part of the decade. A larger pro- 
portion of carbon black was required for the large 
quantities of synthetic rubber produced during war- 
time. Exports and the pent-up demand for tires and 
tubes and other rubber products after 1946 boosted 
carbon-black production to the largest volume on 
record. 

Fortunately, it was not necessary to triple con- 
sumption of natural gas between 1936 and 1946 in 
order to obtain the amount of carbon black needed. 
Thanks to development of more efficient processes, 
natural gas consumption increased only about 69%. 
Roughly, there are about 32 pounds of carbon in 
1,000 cubic feet of natural gas (m.cf.) but the 
carbon-black producer is glad to get about 16 pounds 
of that. True, there are some processes which yield 
almost 50%, but by and large the average yield still 
is less than two and one-half pounds per m.cf. The 
effort to obtain higher yields by modernizing plants 
is growing but this is only a comparatively recent 
development. 

The carbon-black industry obtains its gas supplies 
chiefly in newly discovered oil fields. Since there is 
generally a dearth of market outlets, the carbon-black 
industry can get the gas at the lowest price of any 
consumer. 

This condition still prevails, but with the advent 
of new pipe-line outlets from the Southwest, the de- 
velopment of processes to sweeten sour gas and the 
potentialities for converting gas into petroleum prod- 
ucts, the carbon-black companies have been com- 
pelled to raise the ante. The reported average value 
of gas used for carbon-black manufacturing in 1946 
was about 3 cents per m.c.f. more than triple the price 
in 1938 and 1939. 

Most of the large oil producing states have statutes 
on their books controlling natural gas use for carbon- 
black manufacture. Louisiana prohibits the exporta- 
tion of natural gas from that state to carbon-black 
manufacturers in other states. Texas has enacted 
involved statutes which distinguish between sweet 
and sour gas and limit the use of natural gas in car- 
bon-black manufacture. These statutes were designed 
to control gas usage as a conservation measure and 
to reduce the advantageous position which the car- 
bon-black industry had as a purchaser of gas. 


PETROLEUM REFINERIES 


Petroleum refineries within the confines of the 
producing states or adjacent to the gas fields have a 
huge appetite for natural gas (some 331 billion cubic 
feet in 1946). Fuel requirements of petroleum refin- 
eries increased impressively after World War I. Petro- 
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leum-cracking and chemical-refining processes were 
introduced and took more fuel than the older dis- 
tillation process. Many of these refineries switched 
to natural gas whenever the price was attractive. As 
a result, this gas use climbed in the early Twenties 
and reached 123 billion cubic feet by 1927. It did not 
recover from a subsequent slump until thirteen years 
later. Competing fuels were cheap during this period. 
Refineries also had available as by-products excess 
“still” gases and residual oils. 

Refinery supplies of excess gases grew with crude 
runs to stills so that natural gas use did not keep 
pace with refinery expansion. For example, crude 
runs to stills were 829 million barrels in 1927, against 
1,409 million barrels in 1941. As compared with the 
earlier year, still gas use increased 470% against a 
rise of only 14.7% for natural gas. (See Table 2.) 

The picture changed with World War II when 
refinery use of natural gas rose from 148 billion cubic 
feet in 1941 to 338 billion cubic feet in 1945. But the 
refineries began to revert to prewar practices after 
the war. In 1946, the first postwar year, their use 
of natural gas dropped to 331 billion cubic feet. 
While slight, it represents the first decline in natural 
gas use by refineries since 1939. 


ELECTRIC UTILITY GENERATION 


Natural gas plays a minor role in electric power 
generation. Yet, the use of natural gas instead of 
coal as a steam-boiler fuel for electric power genera- 
tion constitutes one of the largest single uses for pipe- 
line natural gas. Use for this purpose in 1946 
amounted to about 8% of the total natural gas and 
21% of total industrial consumption. An idea of the 
magniture and concentration of gas consumption 
within a few states is shown in Table 3. 

The combined consumption of the first five states 
accounted for 68% of the total in 1946, and consump- 
tion in Missouri and Georgia boosted the total to 
about 77%. 

Natural gas is used as steam-boiler fuel in electric 
generating plants only where the gas is relatively 
cheap. This explains why consumption on a major 
scale is largely held within the confines of the states 
where gas is obtained. 


OTHER INDUSTRIAL USES 


Field use of natural gas held an undisputed lead 
over the catch-all category of the Bureau of Mines 
entitled “other industrial” in the 1930-1940 period.” 
But during and since the war ended “other industrial” 
uses of natural gas have exceeded field uses. (See 
Table 1.) 

Included in the “other industrial” category were 


1Natural gas piped out of the gas fields. 
2A Bureau of Mines classification. 


approximately 35,100 industrial consumers of natural 
gas in 1946—an increase of 3,300 from a year earlier. 
No strictly comparable figures are available for 1947, 
but preliminary reports of the American Gas Associa- 
tion reveal a rise to 37,000 users. 

Very little was known about this important use 
classification prior to 1945. In that year, however, 
one survey was made by the gas industry and an- 
other was made by the Federal Power Commission. 
Both surveys undertaken in connection with the Nat- 
ural Gas Investigation in Docket No. G-580, were 
aimed at consumers of 50 million cubic feet or more, 
and as a result the surveys covered only 10% of all 
consumers in the “other industrial” class. These con- 
sumers, however, accounted for nearly two thirds of 
the entire gas consumption in this classification, or 
630 billion cubic feet, according to the Federal Power 
Commission’s survey. 

The survey conducted by E. Holley Poe and Asso- 
ciates in cooperation with the American Gas Asso- 
ciation and its member companies for the years 1939 
and 1944 furnishes some idea of trends. (See Table 4.) 
Each major consuming industry used more, but the 
increase by the chemical and allied products indus- 
tries was outstanding. Some allowance must be made 
for extraordinary wartime demands, but secular 
growth was also an important factor. In 1945, this 
industry reported a total consumption of 168 billion - 


Table 6: Estimated Proved Recoverable Reserves 
of Natural Gas in the United States 
Source: American Gas Association 
Billions of Cubic Feet! 


State Hosen 
12/31/47 

Alabama..... 0.5 
Arkansas.... . 890.1 
California 10,164.4 
Colorado 331.9 
Tinois 5; sotecster 221.1 
Indiana...... 13.0 
Kansas....... 14,556 .9 
Kentucky. . 1,379.5 
Louisiana. . 23,481 .2 
Michigan..... 168.5 
Mississippi. 2,452.8 
Missouri. .... 0.1 
Montana..... 2 700.5 
Nebraska 2 0.7 
New Mexico 2 5,990.3 
New York 0 64.9 
Ohians.ttae .0 611.2 
Oklahoma .8 | 11,350.9 
Pennsylvania 0 483.1 

CXAB Geers -2 | 90,025.6 
West Virginia. .0 1,780.7 
Wyoming. . 4 1,191.8 
Miscellaneous 4 67.4 

Totalt4 26 8 | 165,926.9 


114.65 pounds a square inch absolute base 
*Net production equals gross withdrawals less gas reinjected into underground 
reservoirs 
3Excludes shrinkage caused by natural gas liquids recovery. 
‘Includes Utah and Florida. 
aLess than 50 million cubic feet. 
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cubic feet, of which 20 billion cubic feet was used as 
a chemical raw material. 

Use of natural gas in homes has been spurting 
ahead, and the expansion in new pipe-line capacity 
in late 1947 and that promised for 1948 indicates 
even sharper gains this year. Approximately 661 bil- 
lion cubic feet of gas were used for domestic purposes 
in 1946.1 The American Gas Association reports 
1,084,700 new natural-gas customers of utility com- 
panies in 1947. It estimates that there were 9,896,500 
homes using natural gas in the United States at the 
end of 1947. This represents a 12% increase over 
1946. 

Straight natural gas is used in thirty-four states for 
cooking and heating purposes. Its heat value on a 
volume basis of 1,000 b.t.u. compares with about 530 
for manufactured gas. Flow at the burner is adjusted 
to compensate for this difference.” 

The possibilities of expanding natural gas use are 
tremendous. Although natural gas was supplied to 
some extent in 1946 to residential utility customers in 
thirty-four states, nearly two thirds of the total served 
was concentrated within the five states of California, 
Ohio, Texas, Michigan and Pennsylvania. 

The expansion in large-diameter natural gas pipe- 
line networks proposed through 1950 is expected to 
change this picture considerably. Few if any long-dis- 
tance pipe lines have been built or operated to serve 
only industrial users. This is readily understandable 
when it is realized that domestic customers in 1945 
accounted for half of total industry revenues (includ- 
ing both pipe-line and distributing utilities) , although 
they consumed only 16% of the natural gas produced. 
Domestic and commercial users accounted for 62% 
of the total revenues from little more than a fifth of 
total consumption, including field use and carbon- 
black production. If both of these on-the-spot uses 
are omitted and analysis is limited to pipe-line gas 
only, domestic and commercial consumption yields 
about two thirds of the total revenues received from 
utility sales of natural gas. 

The development of new pipe-line distribution sys- 
tems and the continuous expansion programs of es- 
tablished companies discussed in February? promise 
to expand the use of natural gas between now and 
1950. Added facilities would make it possible to dou- 
ble the volume of natural gas transported in inter- 
state commerce in 1946, which amounted to 1,145,901 
million cubic feet.* 

Some of the companies contemplate the use of pipe 

Includes the natural gas component of mixed gas. 

*It is not true as inadvertently stated in the February Business 
Record that natural gas must be mixed with manufactured gas when 
used for cooking purposes. 

‘See “Natural Gas: Growth and Potentials” in Business Record for 
February. 

Moga exports: Canada, 200 million cubic feet; Mexico, 17,475 
miuilon. 


Table 7: Estimates of Proved Recoverable Reserves 
of Natural Gas in the United States, 1925-1947 


Source: American Gas Association 


Estimated by 


Not identified 

Earl P. Hindes, then Cities Service Co. 

Ralph E. Davis, Consulting Engineer 

Ralph E. Davis, Consulting Engineer 

Lyon F. Terry, Chase National Bank 

Ralph E. Davis, Consulting Engineer 

Petroleum Administration for War 

Ralph E, Davis, Consulting Engineer 

Petroleum Administration for War 

Ralph E. Davis, Consulting Engineer 

Petroleum Administration for War 

Alec. M. Crowell 

Petroleum Administration for War 

Alec. M. Crowell 

DeGolyer and McNaughton, Consulting Geologists 

DeGolyer and McNaughton, Consulting Geologists 

American Gas Association 

Alec. M. Crowell, Mississippi Oil & Gas Engineer- 
ing Committee 

American Gas Association 

American Gas Association 


147. 
156. 


160. 
165. 


_ 
_ 
—) 

On ommuponmroocooconwmooocoso 


Note: Mr. Davis’ estimates do not, in general, include solution gas primarily 
available for oil-field operations. PAW estimates for 1942, 1943 ana 1944 are reported 
to include solution gas and gas-cap reserves. 

tober 1, 1942. 

aDr. DeGolyer stated: . . if we calculate these same reserves to a pressure of 
one atmosphere or 14.4 p.s.i., allow for small fields not included in the present esti- 
mate, and allow for a probable extension of discovered fields not yet fully explored, 
we are justified in considering our present gas reserves to be something in the order 
of . . . 200 trillion cubic feet.” (Transcript, p. 129, Federal Power Commission 
Docket G-580) 


capable of withstanding far greater pressures than 
is in general use today. This would greatly increase 
the capacity of the new pipe-line systems. 


GAS RESERVES LARGE 


Proved reserves of natural gas at the end of 1947 
totaled 165.93 trillion cubic feet, according to the 
American Gas Association. A year earlier they totaled 
160.58 trillion. In other words, gas reserves increased 
5.35 trillion cubic feet despite net production of 5.6 
trillion cubic feet in 1947.1 (See Table 6.) At this 
rate of consumption our presently known reserves 
would last about thirty years. Additions to reserves 


‘ either from discoveries of new fields or from additions 


and extensions of known fields, however, continue to 
boost our gas supplies. 

In 1925 gas reserves were estimated at 23 trillion 
cubic feet. (See Table 7.) But between 1920 and 
1946, the cumulative consumption of natural gas 
amounted to 51 trillion cubic feet, not including the 
tremendous volume of wet gas burned in the air for 
no better purpose than to cast a glare on the sky. 
Despite this tremendous consumption our proved re- 
serves of natural gas are greater than ever. The ratio 
of proved resources to production is twice as high as 
for the oil industry. Ironically enough, natural gas 


1Equals gross withdrawals less gas reinjected into underground 
reservoirs, 
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has been found largely as a by-product in the search 
for oil. In fact, most of our present huge reserves of 
about 165.9 trillion cubic feet are largely a series of 
“bad breaks” for oil explorers. Even today, oil-pro- 
ducing companies regard an oil discovery with a high 
gas-to-oil ratio as a liability because they have to 
curtail oil flow in order to avoid wasting the gas 
which has no market. Except in California, the Appa- 
lachian region and a few northern states, almost no 
effort has been made to prospect for natural gas. In 
fact, because of the inaccessibility to markets or pre- 
vailing low prices, many gas wells are simply plugged 
and not used. 


In other instances when an oil well is brought in, 
the gas is flared when there is no market for it. It is 
estimated that last year 400 billion cubic feet of gas 
in Texas alone, or 20% of all natural gas produced, 
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was flared or blown off into the air. This waste seems 
dictated by the economics of oil and gas production. 
Since the gas is dissolved in the oil it is impossible to 
shut off the gas without curtailing the flow of oil. 
Demand for oil has grown. Production of liquid 
hydrocarbons may be as great as 6,585,000 barrels a 
day by the end of this year. This high rate would 
call for an increase of about 66% in the number of 
wells completed. New wells are running about 14% 
above a year earlier for the first seventeen weeks of 
1948. Crude production averaged 5,363,651 barrels a 
day, or an increase of 11.9% over the same period 
last year. Imports of crude and refined products 
averaged about 475,000 barrels a day in the three 
months ended in March. 
Witi1am B. Harper 
Division of Business Economics 
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Service Bureau, Metropolitan Life Insurance Company, 
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Actual Earnings at Record High 


VERAGE hourly and weekly earnings of all pro- 
duction workers as measured by THe Conrer- 
ENCE Board in its regular monthly survey of payroll 
statistics in twenty-five manufacturing industries, 
climbed to new heights in March. Real earnings, 
actual hours, employment, man hours and payrolls 
also rose over the month. Wage-rate increases 
amounted to only 0.1% for all workers—a slight de- 
cline from the February level. 

For four consecutive months, average hourly earn- 
ings have registered a constant gain of 0.4% each 
month; for twenty-six consecutive months, they have 
reached a new peak level. The March return of 
$1.417 was 0.5 cent above the February high point 
and 13.2 cents, or 10.3%, greater than a year ago. 
Average hourly earnings have moved upward for 
twenty-nine successive months. During this period— 
from November, 1945, to March, 1948—the rise has 
been 30.2%. After two consecutive monthly declines, 
weekly earnings advanced 0.7% from February to 
March. The latest average of $57.68 was the highest 
yet recorded and surpassed that of March, 1947, by 
10.7%. The increase since the war-time peak of 
March, 1945, has been 13.1%; since January, 1941, 
the base date of the Little Steel formula, it has been 
88.4%. A month-to-month rise of 0.9% was recorded 
in real weekly earnings, the measure of actual earn- 
ings adjusted for changes in the consumers’ price 
index in terms of 1923 dollars. From March of last 
year to date, the index has expanded 4.0%; from 
March, 1945, it has declined 10.3%. 

The average production worker extended his ac- 


tual work week 0.2% over the month as well as over 
the year. The March average was 40.7 hours—5.5 
hours, or 11.9%, below the wartime high. Man hours 
also moved upward in March. They were 0.3% above 
the February level and 0.9% greater than in March, 
1947. 

Employment showed its first gain since December, 
but in March was only 0.1% more than in the pre- 
ceding month. It was, moreover, 15.8% below the 
wartime peak of October-November, 1943. Payrolls 
were 0.8% larger in March than in February. In the 
period since August, 1939, they have more than tripled. 


EvizasetH M. Casenir 
Statistical Division 


Wage-rate Increases and Workers Affected 
Source: Taz Conference Boarp 
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EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


——_—— | | | | | | 


Ave’ Average 

Date yh ees Pe nee! 
our! ee 

Earnings | Earnings Production Projuction 

Worker Worker 

40.6 41.0 

40.5 41.0 

40.4 41.0 

40.3 41.0 

$9.7 40.9 

39.7 40.8 

40.5 40 8 

40.9 40.9 

40.8 40.9 

41.1 40.9 

40.9 40.9 

40.6 40.9 

40.7 40.9 


190.2} 195.8] 156.8 82.5 | 128.8] 106.3] 252.2 
193.1 198.4 | 159.0 82.3 | 128.6] 105.8} 255.1 
197.2 | 201.6] 161.8 82.1 127.9 | 105.0 | 257.8 
198.6 | 203.9] 162.6 81.9 | 127.4] 104.3 | 259.8 
197.7 | 201.5} 159.2 80.7 | 125.5] 101.3] 252.9 
197.1 | 204.0] 159.1 80.7 | 126.2] 101.8] 257.4 
196.3 | 210.3] 161.5 82.3 | 127.6 105.0 | 268.3 
195.7 | 212.7} 162.5 83.1 | 127.9] 106.3] 272.0 
195.5 | 213.4] 161.8 82.9 | 128.8] 106.8 | 274.9 
193.9 | 216.2} 161.8 83.5 | 130.1 108.6 | 281.3 
193.2 | 215.5} 160.2 83.1 130.0 | 108.0 | 280.2 
196.1 | 215.2] 161.7 82.5 | 129.7} 107.0] 279.1 
197.1 216.8 ' 1638.1 82.7 | 129.8! 107.3! 281.4 
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Where Is the Butter? 


UTTER production has been declining for about 

a decade. The trend is being accelerated by 
today’s high prices which have turned many people 
to the purchase of margarine. But sales of the two 
products do not add up to per capita usage of 1939. 
Efforts to lift restrictive legislation on margarine have 
been ineffective. 

Despite high butter prices, farmers and processors 
find it more profitable to produce other dairy prod- 
ucts. Government pressure during the war and ex- 
port demand today encourage production of cheese 
and canned and dried milk in preference to butter. 
So while annual milk production has increased more 
than 17 billion pounds in the last ten years, butter 
output has fallen off about a fifth. 


BUTTER PRODUCTION 


In 1947, total milk output was 122,192 million 
pounds, or only 2,138 million below the all-time high 
of 1945. With few exceptions, production has been 
steadily increasing since 1937, when output totaled 
104,734 million pounds. (See Table 1.) 

Milk output in the first quarter of 1948 showed 
a slight contraction, approximately 5% below a year 
ago. This was still more than 11% above the 1936- 
1940 average although in some of these years produc- 
tion broke all previous records. This year’s decrease 
was the result of a smaller cow population. The num- 
ber of milk cows on farms in March was the smallest 
since 1939. 

Butter production, however, has been falling stead- 


ily since 1941. From 1941 to 1946, output of farm 
and creamery butter fell 766 million pounds, or 34%. 
Last year, the first to show a rise since 1941, output 
rose to 1.6 billion pounds, only 136 million above a 
year earlier, and still 574 million less pounds than the 
1937-1941 average. 

Recent data indicate a continuation of the decline 
in butter production. In the first two months of 
1948, creamery butter fell 17.5% below a year ago, 
compared with a 5% decrease in over-all milk out- 
put. In the same period, cheese production fell 13.7%, 
but consumption of fluid milk and cream remained 
about the same. 


UTILIZATION OF MILK 


The changing pattern of production can be seen in 
Table 1 and the chart, which present data on the 
utilization of milk since 1937. The decrease in butter 
production has resulted from increased production of 
cheese, dry whole milk, ice cream and miscellaneous 
manufactured dairy products. 

But by far the greatest jump has occurred in the 
quantity of milk consumed as fluid milk or cream. 
Except for a small decline in 1947, milk consumed as 
fluid milk or cream has been rising steadily since 1934. 
In 1937, 42.3% of the total supply was so consumed, 
compared with 46.9% in 1947, or an actual increase 
of 13 billion pounds. 

The amount of milk utilized in manufacture as a 
per cent of total milk output has been slowly decreas- 
ing. In the first quarter of 1948, a low of 38% was 


TABLE 1: TOTAL SUPPLY AND UTILIZATION OF MILK IN THE UNITED STATES, 1937-1947 
Source: Bureau of Agricultural Economics 
Millions of Pounds 


1947p 1946 1945 


1943 1942 1941 1940 1939 


Milk outputs os. cress oe neers 122,192 | 122,539 | 124,330 | 120,818 | 120,611 | 121,710 | 118,094 | 112,328 | 109,618 | 108,633 | 104,734 

Consumed as milk, cream.......... 57,295 | 59,318 | 57,671 | 54,685 | 52,615 | 49,506 | 46,883 | 45,582 | 45,223 | 44,358 | 44,253 

Used for farm butter............... 6,268 | 6,630 6,755 6,851 7,365 7,967 | 8,129] 8,653 9,173 | 9,548 

Utilization (milk equivalent) 

Manufactured in plants 

Creamery butter®.............. 26,450 | 23,373 29,907 | 33,762 | 35,163 35,672 32,474 
Cheeses serve tee eee ae: 12,030 | 10,952 | 11,123 |} 10,134 9,922 | 11,121 9,557 7,091 6,484 
Canned mille.i5, 22eneysius oak 7,215 6,847 8,486 7,714 6,872 7,739 7,291 4,712 4,170 
Bulk condensed milk........... 455 420 477 427 394 470 450 379 429 
Dry whole milk............... 1,220 1,421 1,650 1,355 1,052 474 347 185 103 
Miscellaneous products’. . . 550 552 720 514 196 94 63 54 55 
Tew cream#y d....) terete. 2ene ces 7,450a| 8,199a}| 5,130a} 4,698a) 4,550a} 5,338 4,540 3,568 3,317 
Total factory products®......... 55,370 | 51,764 | 54,871 | 54,749 | 56,748 | 60,399 | 59,660 51,661 47,032 

Red to-calves: 705. tc acces es 3,228 3,255 3,335 3,270 3,276 3,294 8,124 2,967 2,724 

Eee. cee eas bce ers es porns $1 1,572 1,698 1,506 1,121 1,146 460 1,114 1,177 


10n farms, plus an allowance of 2,826 million pounds for milk produced by cows ‘Excludes milk duplicated in butter and condensed milk. 
not on farms. tIncludes net milk —- on butter and ice cream. 

2Excludes butter from whey cream which amounted to 850 million pounds in 1947 — including other uses and inaccuracies of independently derived use 
and 453 million pounds in 1937. 

For 1945 and earlier years includes dry cream, malted milk, i eng skim milk ee milk sherbets and ice milk, 
and dry ice cream mix. For 1946 and 1947, the "whole milk equivalent of cottage pPreliminary. 
cheese amounting to about 300 million pounds i is also included. 
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recorded. Yet the amount of milk going into every 
major manufactured dairy product in 1947 was higher 
than ten years earlier, with the exception of butter. 

Milk utilized for cheese rose from 7,862 million 
pounds in 1940 to 12,030 million pounds last year. 
In relation to total milk produced, cheese constituted 
9.8% in 1947 as against 7.0% in 1940. 

The percentage of milk which was canned and con- 
densed also rose during the war but has been falling 
off in the postwar period. The peak was reached 
in 1945 when 7.2% of total milk production was so 
utilized as compared with 5.2% in 1940. 

The pattern of ice cream production is similar but 
more pronounced. In 1946, the quantity of milk 
going into ice cream was 60% greater than a year 
earlier and 120% above 1940. Last year, ice cream 
manufacture fell 749 million pounds, but was still far 
above all previous output, except for the 1946 all- 
time high. 

At the same time, the amount utilized for butter 
as a percentage of total milk output decreased from 
40.1% in 1937 to 26.8% in 1947. (See chart.) The 
decline in butter production must be considered 
against a 10% rise in population since 1940. Per cap- 
ita consumption of all milk products (milk equiva- 
lent, fat solids basis) was 793 pounds in 1947 which 
compares with a one per cent decline from 801 pounds 
in the 1935-1939 period. Despite this over-all drop in 
per capita consumption since 1940, fluid milk and 
cream consumed rose 17%, and cheese almost 27%. 
Butter consumption, however, fell from 339 pounds 
per capita in 1935-1939 (milk equivalent basis) to 
226 in 1947. (See Table 2.) 

The shift in emphasis from butter to whole milk 
is evident also from statistics on farmers’ cash in- 
come. The following data tell the story. 


Per Cent of Cash Income 


From From Butterfat 

Whole Milk and Farm Butter 
renee 3 12)... ae Us dhids 70.5 29.5 
U0 Se ee, 8 85.3 14.7 


A major development in the fats and oils field 
has been the increase of margarine manufacture in 


Table 3: Per Capita Consumption of Butter and 
Margarine 
Source: Bureau of Agricultural Economics 
Pounds Per Capita 


Year Butter ste eg Pg Ws 
GES athe pale. OTe ee ed. VAS. 16.6 1.5 18.1 
REG MARE les ae» sania siaej Picadas 17.3 10S 19.1 
RR Nema Re Sole ie austcks Chr ciere. setae 14.8 3.4 18.2 
OSGI cera tie tes) cs so eee « 18.5 2.0 20.5 
UOSGE Ree aapacs chitin = See oe 17.4 2.9 20.3 
ORO senna tid. 5.0: Greeny sacs 17,2 2.6 19.8 
GRA warps Sree nae yo ee ete ieee 18.0 1.8 19.8 
LOS Seas ati tae a. Chee ee 18.1 1.6 19.7 
DOSS pepe ty ilans hice aris 17.8 1.9 19.7 
RUOS come coe tier osx caer. ¢ 18.2 2.1 20.3 
OGRE cee rains os temaareg 17.1 3.0 20.1 
ROR GEM Ce Be Aeon cls cove cle cherie» 16.4 3.0 19.4 
ORG reece sh scalets)s «acres 16.4 3.1 19.5 
TOS era ars the ay ok eee 16.4 2.9 19.3 
LQROE Sa ec ate NE Rtetae ie ae 17.3 2.8 19.6 
ARS ite4: Se Seas Oe Re ar ae 16.9 2.4 19.3 
OS emer siatercts ee cakdane scion 15.9 2.7 18.6 
OSD: RII &. Keroro calor 15.7 B07 18.4 
EGSS Se oie ee ees Sov Ae BE ate, 3.9 15.6 
1 Reba sn Uli re en ce a 12.0 3.9 15.9 
pA Ti i, eke Se ee eee ae 10.8 4.0 14.8 
LOAG. coh esc ontee men « ohles eae 10.2, 3.8 14.0 
LCE aes RR OA oor aioe 11.8 4.9 16.2 
pPreliminary. 


recent years. Colored and uncolored margarine pro- 
duction in 1947 rose to a record high of 745.6 million 
pounds, 133% above 1940. In November, 1947, mar- 
garine output exceeded creamery butter manufac- 
tured. 


BATTLE OF THE BREAD SPREADS 


The competitive relationship between margarine 
and butter depends upon the differential in their 
prices. Since butter is in short supply, relative to 
demand, prices have been high. In early June, the 
wholesale price of butter was about 35% above a 
year ago. The price of margarine was approximately 
in its 50% historic relation to butter. 

As the prices rise and the percentage relationship 
is maintained, however, the actual spread in price 
increases. Thus, on March 15, the average retail 
price differential was about 46 cents. 

Another measure of growth of margarine would be 
its importance to the fats and oils industry. In 1947, 


TABLE 2: PER CAPITA CONSUMPTION OF MILK PRODUCTS 
Source: Bureau of Agricultural Economics 
Milk Equivalent, Fat Solids Basis, in Pounds 


1925-1929 | 1935-1939 % Change 
Item Tene) Kross ee 1941 1942 1948 1944 1945 1946 1947 1947 over 
Fluid milk and cream............. 354 340 343 350 372 393 411 433 425 398 +17.1 
Ui. 4, OA id a ee Se pe 360 339 342 322 317 237 242 218 208 226 -33.3 
2 Ree GES AA ees 45 56 59 59 63 49 49 59 68 71 +26.8 
Evaporated milk................-- 22 33 38 36 35 37 31 35 37 39 | +18.2 
ApemeeO TOK. oi wi oo a aeiw ons es 5 4 4 4 4 4 4 4 4 4 0 
BPO MDOIS THUNK 5 65.505 won emer oe 1 - 2 1 1 3 3 2 4 4 |+300.0 
ONE Sa ee 23 24 28 33 37 28 29 $1 58 49 |+104.2 
ne A ee ena oe 0 4 5 1 8 8 ll 12 6 g —50.0 
oC aa) eee ee 810 801 821 806 837 759 780 794 810 793 -1.0 
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approximately 30% of cottonseed oil production and 
16% of peanut oil production were used in the manu- 
facture of oleomargarine. From 1937 to 1941, the 
average annual percentages were nine and three, re- 
spectively. The relative quantity of soybean oil used 
remained the same. 

The margarine industry is making extensive in- 
roads into the bread-spread industry, once exclusively 
the property of the dairy industry. While per capita 
consumption of butter in 1947 fell 32% from the 1935- 
1939 average, margarine rose from 2.9 pounds to 
approximately 5 pounds. Margarine constituted 30% 
of all table spreads (butter and margarine) con- 
sumed per capita in 1947 compared with 15% before 
the war. (See Table 3.) 

But margarine consumption has not fully compen- 
sated for the decline in butter consumption. In 1947, 
the per capita consumption of butter and margarine 
combined totaled 16.2 pounds, compared with an 
average of 19.6 pounds in 1935-1939. 


CHANGING CONSUMER HABITS 


The changing pattern of demand is apparently the 
cause for this major shift in production. This change 
is, in turn, the result of unprecedented civilian in- 
come and the special foreign demands created by 
World War II. The Lend-lease Act, passed in March, 
1941, authorized the purchase and shipment of cheese, 
evaporated milk and dried milk to anti-Axis coun- 
tries. The big problem then was the diversion of 
milk from the production of nonlend-lease products— 
principally butter—to the production of lend-lease 
products. 

Various controls were instituted. Prices for cheese 
and evaporated milk were maintained relatively high 
in relation to butter. Limitations were set on the 
sale of cream for fluid use and for ice cream. A plant 
expansion program was developed to increase pro- 
duction of dried skim milk. Such programs and others 
were undertaken by the Department of Agriculture 
to hold civilian consumption at a reasonable level 
and assure adequate sup- 
plies for war uses. 

The United States 
changed during the war 
from a net importer to a 
net exporter of dairy prod- — 
ucts. In the prewar period 


from 1935 to 1939, canned ee SO an, DOIG 6 OCR 2.0 
milk: and. other exports \sgse.: )j0., ok 
constituted. one gtenth of 194Uss)..5. cee. --e- cae: 

one per cent of milk pro- 1940 Fo.) tet tecre. oe aes 
duced for human _ con- 8 
sumption. As a result of ; 
lend-lease, military and 


rehabilitation require- 


canned and dried milk and butter in 1944 rose to 
5.57% of milk production. In that year, dairy product 
exports made up 15.2% of all food exports compared 
with 1.8% before the war (dollar volume). 

The influence of the war on foreign trade was per- 
haps most pronounced in the case of cheese. Annual 
imports of cheese in 1935-1939 exceeded exports by 
54 million pounds. As early as 1942, our net exports 
reached 282 million pounds. By 1944, 29.7% of the 
cheese produced went overseas, as against 0.3% in 
the prewar years. 

Dried skim milk exports rose from 1.2% of produc- 
tion in 1935-1939 to 47.3% in 1943. Major increases 
also occurred in evaporated milk, condensed milk and 
dried whole milk. (See Table 4.) 

Butter demand for export, however, rose little in 
comparison. As late as 1942, imports exceeded ex- 
ports of butter by 5 million pounds. One year later, 
at the peak in exports of almost 100 million pounds, 
only 5% of production was going abroad. 

Postwar foreign demands continue to encourage 
production of cheese and canned and dried milk. In 
1946 and 1947, exports of cheese averaged more than 
180 million pounds, as compared with the 1.3 million 
pounds exported in the 1935-1939 period. Imports 
remained considerably below prewar years when this 
country was a net importer. 

Cheese shipped to the sixteen western cooperat- 
ing countries in 1947 constituted 95.7% of total 
United States dairy exports. In 1934-1938, it was 
only one tenth of one per cent. Proposed shipments 
of cheese under the European Recovery Program in 
the four years starting July, 1948, will average about 
145 million pounds. This would be 19% below total 
1947 exports, but almost one hundred times greater 
than in 1939. 

Butter exports have not played a major role in 
demand. In 1947, 11.2 million pounds were shipped 
abroad, as compared with 1.4 million pounds before 
the war. No provision has been made for export un- 
der the European Recovery Program. 


Table 4: Imports and Exports of Specified Dairy Products 
Source: Bureau of the Census 
Millions of Pounds 


Evapo- 
rated 
Milk 

Imports Exports! 


1.6 : 6.4 
ihe 2 2.1 
1.4 27.4 $07 
3.7 81.6 32.4 
20.1 14.3 132.6 
3.3 40.2 237.5 
erg 52.5 206.6 
3.7 111.0 180.2 
7.0 90.8 167.9 
3.7 108.2 148.1 


Imports were less than 50,000 pounds except during the following years: (million pounds) condensed milk—1938, .7; 1939, .2; 


evaporated milk—1945, 4.6; 1946, .6; nonfat solids—1939, .9 million pounds. 


ments, exports of cheese, oPreicaiaite. 
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TOTAL SUPPLY AND UTILIZATION OF MILK IN THE UNITED STATES 


Source: Bureau of Agricultural Economics 
Percentage of Total Supply (milk equivalent) 


1937 
104.7 BILLION POUNDS = 100 % 


33,7% 


rege, 


During the war when butter was relatively scarce, 
rationing and black market prices encouraged the 
average consumer to spend his dollar for substitute 
dairy products or for meat. Some of these consumer 
habits have continued. Too, there seems to be a 
point in the price of butter at which consumer re- 
sistance sets in. Because of this, the price cannot be 
set high enough to encourage producers to utilize a 
greater proportion of the milk for butter production. 
This does not hold so true for fluid milk and for 
luxury items consumed by higher-income groups. 

On March 15, butter at retail was 4.3% above a 
year ago, as compared with 11.1% for fresh milk sold 
at the grocers. In relation to prewar, the retail price 
of butter far exceeded other increases. From August, 
1939, to mid-March this year, butter rose 182.6%; 
cheese 164%, fresh milk, 86.4%. 

The problem of decreasing total milk supplies due 
to smaller cow population is also to be considered. 
The per capita production of milk for human con- 
sumption has declined from 904 pounds in 1942 and 
891 pounds in 1945 to 849 in 1947. Meanwhile, de- 
mand for fluid milk and cream has increased. Just 
to take one aspect of demand, 1.5 million more babies 
were born in 1947 than on the average were born in 
1935-1939. 

Income is a major influence on consumption. Rec- 
ord high income during the war and in postwar years 
created unprecedented consumer demand for luxury 
dairy items. High-income families consume more 
dairy products per capita, on the average, than fam- 
ilies with low income. Families (nonfarm) receiving 
$5,000 and over consumed 33% more fluid milk per 
capita in 1941 than families in the $1,500-$1,999 
bracket and 206% more than families whose annual 
income was below $500. 


1Bureau of Agricultural Economics, High Level Food Consumption 
in the United States. 


120.6 BILLION POUNDS = 100% 


TOTAL BUTTER 
FARM ae FACTORY 


1947@RE) 
$22.2 BILLION POUNDS = 100% 


OR CREAM 
43.6% ; 


Canned and dried milk consumption was greatest 
in the $500-$999 income class. Per capita differen- 
tial of luxury dairy items is particularly significant. 
More than 30 pounds of cream were consumed an- 
nually by persons in the $5,000 and over group com- 
pared with eight tenths of a pound for the under- 
$500 group. The quantity of ice cream consumed 
per capita was greatest, according to the Department 
of Agriculture, in the $3,000-$4,999 income level. In 
that bracket, ice cream, next to milk, constituted the 
largest single item consumed annually. Beyond that 
level, consumption of fluid milk and cream were the 
major items of the dairy diet. 


Rosse Narpic# 
Division of Business Economics 
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Planning the Product—A summary of the steps required 
in developing and marketing new products. By D. M. 
Phelps. Richard D. Irwin, Inc., Chicago, Illinois, 1947. 
$4.50. 


The Five Great Rules of Selling—A compilation of tech- 
niques of salesmanship. Each point of salesman-customer 
relations is discussed in detail. By Percy H. Whiting. 
McGraw-Hill Book Company, Inc., New York, 1947. $3.50. 


Annual Reports to Stockholders—For the stockholder, 
an introduction to financial accounting. For those respon- 
sible for the preparation of annual reports, a guide to 
financial reporting. Many references to the reports of sixty- 
four representative companies are interspersed through the 
work. By N. Loyall McLaren. The Ronald Press Com- 
pany, New York, 1947. $5.00. 


Gas Facts—The first edition of a statistical yearbook pre- 
senting data on energy reserves, production, finance, labor 


and prices. American Gas Association, New York, 1947. 
$1.00. 
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Return of Natural Rubber 


LMOST twice as much rubber is being used today 
than was used before the war.’ This sharp 
upturn can be attributed primarily to the enormous 
increase in tire and tube production, for which the 
bulk of rubber is used.? Release of the pent-up de- 
mand for nontire products, which could not be satis- 
fied under the wartime rubber shortage, has also been 
an important factor. The upturn in total rubber con- 
sumption reflects the tremendous growth in the use 
of synthetic rubber, and an unexpectedly rapid re- 
turn to the prewar rate of production for natural 
rubber plantations. 


Table 1: United States Imports and Exports of 
Natural Rubber 
Source: Department of Commerce 
Thousands of Long Tons 


Year rae Reexports! ao ia 
VOSC a atitee otto v espascrpcisemnar ae 488 13 476 
DBT Ae Riders «Rested oats eats Rite, « ae 600 8 593 
VOSS i eicctoa ae ties ares statbesaeuters 412 6 406 
L080: 2s Renner eso eeer ms 500 13 486 
ROA ie ea tere acetone: eee ireko rare 818 7 811 
YOR) Pes eee we casey ae ore 1,029 5 1,024 
WDA sche seis crete > ainsi ala 282 ll Q71 
US Tem commie © BORSA eh, Sam ts 60 23 37 
BT ee irs A AS Cate potion 114 10 104 
WOES Sah fe ctalerroetuteme ee nveeces Laneean 149 10 140 
ee NCE On ty AO OPM TS tore 380 8 8372 
LOA Toe oe ciara, c wet eels oe ae eas 712 5 707 


1Exports of foreign rubber. 


Natural rubber consumption has been on the up- 
trend since V-J day. During 1947, natural rubber 
consumption of 562,661 long tons about equaled syn- 
thetic, and through April of 1948 reached 214,281 
long tons, which was 42% greater than synthetic 
rubber consumption. (See Chart 1.) Natural rubber 
continues to command preference in tire and tube 
manufactures, while synthetic rubber is preferred for 
some industrial uses. 


RUBBER ACT OF 1948 


The Rubber Act of 1948 was passed by Congress, 
effective April 1, upon the expiration on March 31 of 
rubber legislation under the Second War Powers Act. 
This law, which expires June 30, 1950, authorizes the 
government to continue operation and control of the 
synthetic rubber industry. In the declaration of pol- 
icy the law reads: 


1An annual average of 717,000 long tons of rubber was consumed 
in the years 1936-1940, compared to 1,411,000 in 1947 and 460,000 
for the first four months of 1948. 

*In 1947, tires and accessories accounted for about 70% of rubber 
consumption. 


“Tt is the policy of the United States that there shall 
be maintained at all times in the interest of the national 
security and common defense, in addition to stock piles 
of natural rubber which are to be acquired, rotated, and 
retained pursuant to the Strategic and Critical Materials 
Stock Piling Act, a technologically advanced and rapidly 
expansible rubber-producing industry in the United States 
of sufficient productive capacity to assure the availability 
in times of national emergency of adequate supplies of 
synthetic rubber to meet the essential civilian, military, 
and naval needs of the country. It is further declared to 
be the policy of the Congress that the security interests 
of the United States can and will best be served by the 
development within the United States of a free, competi- 
tive synthetic rubber industry. In order to strengthen 
national security through a sound industry it is essential 
that government ownership of production facilities, gov- 
ernment production of synthetic rubber, regulations re- 
quiring mandatory use of synthetic rubber, and patent 
pooling be ended and terminated whenever consistent 
with national security, as provided in this act.” 


Some of the salient provisions are: 


1. Maintenance of rubber-producing plants having ‘a 
rated annual productive capacity of at least 600,000 long 
tons of general-purpose synthetic rubber (GR-S) and at 
least 65,000 long tons of special-purpose synthetic rubber. 


2. Plants operated by the government or private in- 
dividuals are required to produce annually a minimum 
of one third of the afore-mentioned rated productive 
capacities. 

8. Establishment of percentages of synthetic rubber to 
be used in various rubber products. 


4. The amount of mandatory synthetic rubber con- 
sumption is to be produced by the government, or for 
the government account, or purchased by others for re- 
sale by the government. 

5. The President, after consultation with the National 
Security Resources Board, may sell, lease, or otherwise 
dispose of plants which do not contribute to the mini- 
mum capacity referred to above in point 1. 


Table 2: Production of Synthetic Rubber! 
Source: Department of Commerce 
Thousands of Long Tons 


ie] 
z 
e 


eT LN PRE SUPT a 8.4 8.4 
1042). ret ee cee 18.8 22.4 
T0887 LE SOR. Sota 24.3 | 231.7 
OGM, 52 hc nals oS aks sect 25.5 | 762.6 
WAN 3 Mie > a iain es hee 18.9 | 820.4 
1946/2, TORY, Pee, BOS 17.1 | 740.0 
Cr es: Ree Fee 16.8 | 508.7 
Jan.-April, 1948 ....... 2.200.000. 5.5 | 163.2 


1GR-S b and N-type. 
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Rubber which is so vitally essential in peacetime 
for the production of both producers’ and consumers’ 
goods, assumes still greater importance in time of a 
national emergency. This fact was aptly pointed up 
in the Baruch Report which appeared less than a year 
after our entry into World War II: 


“Of all critical and strategic materials, rubber is the 
one which presents the greatest threat to the safety of 
our nation and the success of the Allied cause. Produc- 
tion of steel, copper, aluminum, alloys, or aviation gaso- 
line may be inadequate to prosecute the war as rapidly 
and as effectively as we could wish, but at the worst we 
still are assured of sufficient supplies of these items to 
operate our armed forces on a very powerful scale. But 
if we fail to secure quickly a large new rubber supply our 
war effort and our domestic economy both will collapse. 
Thus the rubber situation gives rise to our most critical 
problem.” 


Even before Pearl Harbor, the government became 
cognizant of the inherent hazards of an inadequate 
rubber supply. However, no strong measures were 
taken at that time to build up our rubber stocks. 
Only a very limited synthetic rubber program was 


Chart 1: Average Monthly Consumption of 
Natural, Synthetic, and Reclaimed Rubber 
Source: Department of Commerce 
Thousands of Long Tons 
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a al eh ad 1944, INCLUDES RECLAIMED SYNTHETIC RUBBER; NOT SIGNIFICANT PRIOR 


embarked upon by the government toward the end 
of 1941. 

Before the war, more than 90% of the natural rub- 
ber used in the United States was imported from the 
Far East.2, When these sources became inaccessible 
shortly after the outbreak of war, stringent action 
had to be taken to fulfil urgent domestic require- 
ments. Imports from Latin America and Africa were 
increased and far greater use was made of reclaimed 
rubber. The most important step taken to insure 

1Report of the Rubber Survey Committee (Bernard M. Baruch, 
chairman), September 10, 1942, p. 23. 


2Of the amount from the Far East approximately 65% came from 
British Malaya, 25% from the Netherlands East Indies, and the rest 
from the Philippine Islands and other parts of Asia. 
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Chart 2: Average Prices of Natural Rubber! 
Sources: Commodity Yearbook, 1941; Bureau of Labor Statistics 
Cents per Pound 


i910 
1New York prices for plantation, ribbed, smoked sheets. 


sufficient quantities of rubber was the creation of a 
synthetic rubber industry. In a short time, the infant 
industry grew to gigantic size, with a productive 
capacity decidedly in excess of our prewar crude 
rubber consumption. Before the war’s end, the gov- 
ernment had constructed fifty-one synthetic plants 
at a total cost of $697 million. 


IMPORTS UP 


Total United States crude rubber imports in 1947 
amounted to $318 million, the fourth largest import, 
being exceeded in value only by coffee, sugar, and 
newsprint. During the decade immediately preced- 
ing the war, the United States accounted for about 
one half of the world’s consumption of crude rubber, 
an average which has been maintained in the two 
postwar years. The Far East supplied over 94% of 
our natural rubber imports compared with 97% be- 
fore the war. 

Imports of natural rubber dropped substantially 
during hostilities but picked up notably in 1946. By 
1947 net imports reached 707,000 long tons, the third 
highest annual figure on record, having been topped 
only by the imports in 1940 and 1941. (See Table 1.) 

Rubber has for a long time loomed large in inter- 
national commerce. The huge quantities normally 
imported by us have made a significant contribution 
to the amount of American dollars available to other 
countries, thereby providing an added impetus to 
United States exports. Income from rubber invest- 
ments in British Malaya and the Netherlands East 
Indies furnishes Great Britain and the Netherlands 
with a significant portion of their buying power for 
our commodities. Hence, United States rubber im- 
ports have broad international ramifications. 


Sumuey S. Horrman 
Division of Business Economics 
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Future of Shipping 


HIS country’s merchant fleet on May 1 had about 
1,850 ships in active service. The fleet numbered 
nearly 6,000 in wartime. 

Our active merchant fleet consists of 1,117 pri- 
vately owned merchant and 724 government-owned 
ships on charter to private owners. In addition, there 
are 1,500 vessels in the United States Maritime Com- 
mission reserve fleet. The remaining ships of the 
tremendous wartime merchant fleet have either been 
junked or are still under the control of the armed 
forces. 

Our seagoing merchant fleet on September 1, 1939, 
consisted of approximately 1,400 vessels of 1,000 gross 
tons and over, aggregating slightly more than 12 mil- 
lion dead-weight tons. This represented 14.9% of the 
world’s total dead-weight tonnage. During the war, 
we invested more than $12 billion in merchant ship 
construction. Between 1939 and 1946, about 5,600 
vessels were completed under the Maritime Commis- 
sion building program. At the end of the war we 
possessed approximately 56 million dead-weight tons 
of ocean-going merchant shipping, or 60% of the total 
world tonnage. 

To provide for the disposal of the large govern- 
ment-owned fleet and to help maintain a merchant 
marine, Congress passed the Merchant Marine Ship 
Sales Act in March, 1946. This act gave Americans 
certain preferences in the purchase of government- 
owned merchant ships. Under the terms of this act, 
1,810 vessels have been sold through the first quar- 
ter of 1948—678 vessels to American concerns and 
1,132 have been sold and transferred to foreign reg- 
istry. 

Part of the reason for the decline in the active mer- 
chant marine is that much war-built merchant ma- 
rine tonnage is useless to commercial users. In many 
cases, these ships are not well suited to the needs of 
highly competitive postwar traffic. 


DECLINE OF SHIPBUILDING 


The shipbuilding industry has contracted sharply 
since the war’s end. (See chart.) In the four years 
from 1942 to 1945, American shipyards produced the 
remarkable total of 4,889 merchant vessels (self-pro- 
pelled, steel, 2,000 gross tons and over) aggregating 
53 million dead-weight tons. In 1943, at the peak of 
construction activity, 1,661 vessels, totaling 18.5 
million dead-weight tons, were produced. In compari- 
son, only 83 vessels were completed in 1946, and 39 
vessels in 1947. This building represented 1.3 million 
dead-weight tons for the two postwar years. Up to 


May 1, this year, 13 merchant vessels, totaling 109,- 
000 dead-weight tons, had been completed. 

A factor contributing to the lack of ship con- 
struction is the differential cost of construction and 
operation of shipping between the United States 
and foreign nations. As an example, the total month- 
ly wage of able seamen in the United States in 1947 
was 170% greater than the average total wages of 
able seamen of nine foreign maritime nations.1 In 
addition, standards for safety and accommodations, 
maintenance costs, insurance costs and subsistence 
costs are higher on American than on foreign vessels. 

This problem is not new. A bill was passed in 1936, 
which provided for the determination and payment 
of a construction differential based upon the differ- 
ence between foreign and domestic building costs on 
vessels built for private operators on essential trade 
routes. Operation subsidies were also paid to private 
ship operators on essential foreign trade routes. 


NEED FOR A MERCHANT MARINE 


There is need for a long-range building program 
to produce and maintain a modern, efficient mer- 
chant fleet and an effective and progressive ship- 
building industry, according to the President’s Ad- 
visory Committee on the Merchant Marine in its 
report of November, 1947. The committee, which was 
appointed by the President to study the problems of 
the merchant marine and to make recommendations, 
concluded that a merchant fleet and shipbuilding in- 
dustry are necessary economic adjuncts to the peace- 
time economy of the United States. It also declared 
that national security alone would demand their 
maintenance. 

The committee, in its general findings, stressed the 
fact that twice in recent history the American mer- 
chant marine has faced the problem of expansion to 
fill the needs of war. In both these cases, however, 
the industry had a period of time to expand after the 
declaration of war. Moreover, in both cases, some 
sort of building program existed which formed a 
nucleus upon which to expand. The committee con- 
cluded that unless the shipbuilding industry is main- 
tained above a minimum level by the continuous 
construction of merchant ships, the country will not 
have the nucleus of technically trained men necessary 
to enable rapid expansion to meet emergency or war- 
time needs. For example, it is doubtful whether the 
volume of shipbuilding achieved during World War 


1Report of the President’s Advisory Committee on the Merchant 
Marine, November, 1947, p. 29. 
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II would have been possible without the impetus of 
the naval program of 1933 and the Merchant Marine 
Act of 1936. 

The report concluded that even if the merchant 
fleet were entirely adequate to cover the needs of 
peacetime service and the possible emergency needs 
of the military, certain factors would require the 
institution of a ship construction program. Almost 
all the ships now in the merchant marine were con- 
structed within a short period during the war. If a 
program of replacement were not instituted, the 
nation would face the prospect of obsolescence and 
the necessity of replacing the entire merchant marine 
within a relatively few years. 

One of the great deficiencies at the present time 
is the lack of an adequate number of large, fast pas- 
senger vessels that can be converted to troop-carrying 
purposes. On December 7, 1941, the United States 
passenger-carrying fleet consisted of 113 vessels, with 
a passenger capacity of 38,000. By April 1, 1948, it 
was reduced to only 42 passenger and combination 
passenger and cargo vessels, with a passenger-carry- 
ing capacity of 11,279 persons. Of these vessels, 24 
were built before the war and 18 since the war. One 
passenger vessel has been completed since April 1, 
and 14 others are under reconversion or are planned 
for reconversion. This would make a total of 57 pas- 
senger-carrying ships with an aggregate passenger- 
carrying capacity of 17,000 persons.1 

To overcome this deficiency in passenger-carrying 
ships, both for the estimated mobilization require- 
ments of the military and for peacetime use, the 
President’s Committee recommended construction of 
about 46 passenger-carrying ships over the next four 
years. 

The privately owned tanker fleet on June 1, 1948, 
comprised 478 ships aggregating 6.5 million dead- 


1Annual report of the Shipbuilders Council of America, April 1, 1948; 
pp. 8-9. 


Completed Merchant Vessels, Self-propelled Steel, 
2,000 Gross Tons and Over 
Source: American Bureau of Shipping 
Deadweight Tons (Millions) 
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weight tons. This compares with a total of 352 Ameri- 
can-owned tankers in 1939. The basis for the com- 
paratively healthy condition of the privately financed 
merchant tanker fleet may be found in an interna- 
tional demand for oil. The rate of foreign tanker pro- 
duction cannot meet the demand, causing a con- 
tinued heavy use of American tankers and some 
demand for new construction. Thirty-two out of 95 
self-propelled vessels, aggregating 591,000 gross tons 
on order on May 1, were tankers with a total gross 
tonnage of 502,000. Since that time twelve new 
tanker orders have been reported. 

A unique feature of the tankers under construction 
is their large size—four of them of 30,000 dead- 
weight tons. These tankers will be considerably larger 
than the standard T-2 which was considered a large 
tanker at the outset of the war. Their size promises 
savings in labor costs, which is a large item. 

Despite the comparatively higher construction 
costs, several contracts have been placed by foreign 
interests, probably indicating that speed of comple- 
tion overshadows the cost factor. Material shortages 
in foreign yards have caused marked delays in ship 
completion. 

The prospects for American shipyards have im- 
proved recently. One factor is the heavy demand for 
tankers. It is estimated that had not the new orders 
for tankers been made, the shipbuilding industry 
might have on hand today orders for no more than 
fifteen ships. As it now stands, however, there are 
approximately fifty-five ocean-going ships on order, 
of which forty-four are tankers. 

Another factor of importance to the future of the 
industry is the possibility of action on a passenger 
liner program. There is also legislation pending in 
Congress aimed at strengthening the American mer- 
chant marine through amendment of the Merchant 
Marine Act of 1936. Some of the salient features of 
the bills, written by Chairman Weichel of the House 
Merchant Marine and Fisheries Committee, are: pay- 
ment by the government for all features on new ships 
solely in compliance with health, safety and other 
standards to the extent they are in excess of inter- 
national convention or foreign standards; payment 
for national defense features to the extent they do 
not have commercial utility or their cost is dispropor- 
tionate to their value for commercial purposes; and 
payment of a 50% construction differential for ves- 
sels built between June 1, 1948, and July 1, 1951. 
Provisions relating to liability on passenger ships, 
adjusted depreciation on reconstructed vessels, build- 
ing subsidies for domestic shipping, accelerated depre- 
ciation and certain tax easements are also included. 


JosrrH §. ZEISEL 
Division of Business Economics 
1Bulletin, American Bureau of Shipping, May, 1948, p. 6. 
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Business Failures Still Low 


IGHTEEN businesses failed! in the first four 

months of 1948 for every 10,000 concerns that 
continued to operate. Except for 1943 through 1947, 
this was less than half the failure rate? in any year 
since 1857. The failure rate has, however, been in- 
creasing since the low of four was reached in 1945. 

By the end of April, 1948, failures were 70% above 
those for the same period in 1947. Although current 
liabilities of these discontinued businesses rose, they 
increased only 20%. Thus, current liabilities per fail- 
ure declined slightly in the four months from the all- 
time high rate of 1947. 

Current liabilities started to decline in 1939 and 
continued downward until 1945, when a low of $30.4 
million was reached. This was a decline of slightly 
more than 80% from the 1939 level. The upward 
trend began in 1946. By the end of the first four 
months of 1948 current liabilities equaled those of 
1939 for the same period. 


PATTERN OF FAILURES 


The number of business failures followed a pattern 
similar to that of current liabilities. Failures de- 
creased from 1939 through the end of the war and 
increased in the postwar years. This decline in the 
number of failures, however, was more rapid than was 
the drop in current liabilities. By 1945 the number 
of failures were slightly more than 5% of the total 
in 1939. In 1948, failures were about 30% of 1939. 

The average liability per failure started to increase 
in 1943. This rise continued through 1947 when the 
dollar value of liabilities per failure reached an all- 
time high. During the first four months of 1948, lia- 
bilities per failure decreased $18,133 from the 1947 
peak of $61,277 for the same period, but were still 
$29,873 above 1939. 

Although business failures in April declined to 404 
from the postwar high of 477 in March, they were 
still more frequent than in any other April since 
1942. Business failures totaled 14,768 in 1939, a high 
for any year since 1933. From this peak, failures de- 
clined until a low of 810 was reached in 1945. This 
was the lowest number of business and commercial 
failures reported in any one year since the end of the 
Civil War. Failures have increased steadily since the 
end of World War II. During the first four months 


‘A business failure occurs when a commercial or industrial enter- 
prise is involved in a court action which is likely to end in loss to 
creditors. The failure figures cited in this article are those compiled 
by Dun and Bradstreet. 

*The failure rate measures the number of failures per 10,000 
concerns in operation and thus adjusts, to some extent, the failure 
record for the changes in business population. 


of 1948, they reached 1,654, almost 50% of the total 
for 1947. 

Although business failures have increased in the 
postwar era, they continue to be well below the pre- 
war average. In the period 1936-1939 an average of 
11,675 concerns failed each year. This was more than 
three times as many as in 1947. 


RETAIL TRADE 


Retail trade had the largest number of failures in 
every year since 1939 except 1946 and 1947. In these 
years manufacturing accounted for the greatest per- 
centage of business discontinuances. More than 65% 
of failures in each year since 1939 have been attrib- 
utable to these two industries. 

In the manufacturing field, the industries which 
showed a consistently high number of failures since 
1939 are machinery, food and kindred products, and 
lumber and lumber products. The stone, clay and 
glass products and the leather and leather products 
groups have had a relatively small number of failures 
since 1939. 

In the retail trade group, failures of eating and 
drinking places and food and liquor stores have been 
relatively high ever since 1939. The general merchan- 
dise and lumber, building materials and hardware 
groups have had a consistently low number of failures. 

Despite the increasing number of failures since 
1945 the business population has been increasing. For 
every two concerns started during the first three 
quarters of 1947, only one business, either new or pre- 
viously established, was discontinued. 

With this rise, the business population has returned 


Chart 1: Number of Business Failures 
Source: Dun and Bradstreet 
In Thousands 
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Chart 2: Current Liabilities of Business Failures 
Source: Dun and Bradstreet 
Millions of Dollars 
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to its prewar relationship with the general level of 
business. Prior to World War II the change in the 
number of firms in operation was closely related to 
the change in the level of production and trade. This 
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ARTICLES 


A Study of Advertising Managers’ Salaries—A survey of 
the compensation of advertising managers according to the 
size of the advertising budget and of the advertising depart- 
ment. Dale Houghton, Printers’ Ink, December 26, 1947. 


Problems Presented by the Marshall Plan—Modification 
of our tax structure as outlined herein to stimulate equity 
capital investment—especially in small firms—is only one 
of the domestic reorganizations needed to support our pro- 
posed foreign policy. Walter Robbins Michigan Alumnus 
Quarterly Review, Volume LIV, Number 16. 


Ten Economists on the Inflation—A symposium analyzing 
various facets of the current inflation. The Review of Eco- 
nomics and Statistics, February, 1948. 


Measuring the Marshall Plan—Statistical data are offered 
to show that the Marshall plan is justified by the needs of 
the western European countries, and that the burden upon 
our economy has probably been overstated. Stacy May, 
Foreign Affairs, April, 1948. 


Small Business and Depression—By examining the records 
of small businesses who applied for emergency aid under 
the industrial loan program of the Federal Reserve Bank of 
New York in the Thirties, qualitative weaknesses of small 
business are revealed under depression conditions. Robert 
VY. Rosa, Harvard Business Review, January, 1948. 


‘Price Formation and Price Maintenance on the Alumi- 
num Market’’—A brief historical analysis of the pricing 


close correlation was broken during the war years 
when business population declined despite the in- 
creased business activity. 

The manufacturing industry is the most sensitive 
to changes in the business population. In general, a 
10% change in total business population results in 
a 31% change in the number of manufacturing con- 
cerns. Retail trade was at the other end of the scale 
with a change of only 8%. 

It is the number of small manufacturers which 
rises and falls with the business cycle rather than the 
number of retail stores. The sales of these small 
manufacturing concerns are usually less diversified 
than those of retail stores. In a good year, small man- 
ufacturers are needed to supplement the production 
of the large ones. In a depression year, the limited 
demand can no longer support the operations of all 
concerns. Neither of these factors impinge heavily 
upon the sales of retail business. 


Frances J. Mius 
Division of Business Economics 
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policies in the aluminum industries of the United States, 
Great Britain, and Canada. By S. Moos, The Manchester 
School, January, 1948. 


BOOKS 


Proceedings of New York University Sixth Annual 
Institute on Federal Taxation—Publication of papers 
presented by an impressive list of tax authorities at the 
annual meeting of the institute on various phases of federal 
taxation. Matthew Bender & Company, Incorporated, 
New York, 1948. 


Inter-American Economic Relations, Problems and 
Prospects—A survey of the principal issues bearing upon 
Inter-American economic relations. By Richard F. 
Behrendt. The Committee on International Economic 
Policy, The Carnegie Endowment for International Peace, 
New York, 1948. 


Forecasts of the Population of the United States, 
1945-1975—Forecasts of the population, by color, nativity, 
age, and sex, are presented, by five-year intervals, up to 
1975, according to various combinations of assumptions as 
to the future trends of fertility and mortality. This is a 
revision of an earlier report, “Estimates of Future Popula- 
tion of the United States, 1940-2000,”” published August, 
1943. By P. K. Whelpton, United States Department of 
Commerce, Bureau of the Census, 1947. For sale by the 
Superintendent of Documents, United States Government 
Printing Office, Washington 25, D. C. 45 cents. 
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Business Forecasts 


Howard R. Bowen, University of Illinois (May 17)—“We 
may have reached the end of inflation in this country, pro- 
vided we are not called upon to undertake a large-scale re- 
armament. If we are, then prices will almost surely rise and 
government control will be necessary.” 


Emil Schram, president, New York Stock Exchange (May 
15)—‘T don’t see anything dangerous in this present pro- 
gram—ERP and military—because the expenditures will be 
made over such a long period. . . . We have emerged from 
the period of shortages and unless the Congress permits the 
budget to become unbalanced again, I firmly believe we 
have already entered the postwar period of stabilization.” 


Dexter M. Keezer, director, Department of Economics, 
McGraw-Hill Publishing Co. (May 5)—“For the short run, 
(until the early months of 1949) . . . business in general 
will carry on at somewhere near its present volume, and 
prices in general will continue under an inflationary pressure 
that will make them slightly higher next New Year’s day, 
perhaps as much as 5% higher than they are today.” 


Clarence Francis, chairman of the board, General Foods 
Corporation (April 28)—1948 will be a year of continued 
strong business activity with no significant change in indus- 
trial production and employment.” 


Alfred P. Sloan, Jr., chairman of the board, General Mo- 
tors Corporation (May 21)—‘I personally do not believe 
these influences [ERP and rearmament] will be sufficient 
to increase importantly the pressure on present prices or 
accentuate existing shortages, but as they gain momentum 
over the next year or so, they will serve to offset possible 
reductions in current levels of activity.” 


Jerome Barnum, technical training adviser, Bigelow-San- 
ford Carpet Company, Inc., (May 21)—“We will have about 
64 million workers by midsummer and a demand of 70 to 
75 million in 1949.” 


David C. Elliott, Economist, Cleveland Trust Co. (May 
19)—‘T anticipate continued high business activity during 
the rest of this year, with the industrial production index 
for the last six months combined being probably not more 
than 5% different from the first six months.” 


Federal Reserve Bank of New York (June, 1948)—“From 
the trend of estimated [business capital] outlays for this 
year, it would appear that in a number of industries post- 
war capital expansion plans may be approaching completion 
and that the demand for industrial capital goods may de- 
cline after 1948 . . . [but] on balance, the favorable devel- 
opments—an enactment of enlarged foreign aid, increased de- 
fense expenditures, reduced taxes, wage increases, and rising 
common stock prices . . . seem to outweigh the unfavorable 
factors. The improved outlook for sustained prosperous 
business conditions may well result in more optimistic ap- 
praisal of future capital needs.” 


William H. Albers, chain store proprietor, (May 25)— 
“Barring another round of wage increases, some food prices 


will come down. The general level should be about 5% 
lower in six months.” 


Paul Willis, president, Grocery Manufacturers of America, 
(May 19)—“There will be a gradual decline in prices of 
groceries from here on.” 


Federal Reserve Board of Chicago, (May 8)—‘“The evi- 
dence currently points to continued strong demand and 
good prices for most farm products. . . . Further declines 
in farm prices generally may occur within the next several 
months, especially with declining farm exports . . . but 
any postwar collapse comparable to that of 1921 appears 
for the present to be indefinitely postponed by the force ~ 
of currently strong factors.” 


Sidney R. Rabb, president, Super Market Institute, (May 
20)—“There are likely to be no important changes in the 
over-all food business for the remainder of the year 1948. 
A number of favorable influences might lead one to expect 
increases in demand for food products and in food prices.” 


Clinton Anderson—The former Secretary of Agriculture 
predicted on May 5 that farm prices probably will decline 
a third in the next few years, even under favorable condi- 
tions. 


INDUSTRY REPORTS 


Herman E. W. Steinkraus, president, Bridgeport Brass 
Co. (April 27)—“It is apparent that there is an upward trend 
in the brass business which began during the last quarter of 
1947. We believe the economy will have a beneficial effect 
upon our 1948 showing.” 


G. Donald Dallas, chairman, Revere Copper & Brass Inc. 
(May 4)—“World production and consumption [of copper] 
reached an approximate equilibrium in the latter half of 
1947. The outlook is undergoing change because of the 
beginning of aid to Europe under the ERP and the needs 
of the stock-piling program.” 


Henry J. White, vice president, R. H. Macy & Co. (May 
4)—There will be no let up in the brisk demand for carpets 
“for the balance of the year and into 1949.” 


M. E. Coyle, executive vice president, General Motors, 
(May 19)—“The demand for new cars is greater today than 
when the war ended. It would require more than two years 
to fill the orders now on the dealers’ books.” 


R. J. Eggert, associate director, American Meat Institute 
(June 14)—‘Per capita consumption [of meat] this year 
will be about 144 pounds. The average family of four will 
eat about 188 pounds from April through June. In the third 
quarter, they will eat about 137 pounds. In the last quar- 
ter, there will be a seasonal increase in meat supplies of 
about 10%, so that the same family will eat about 150 
pounds.” Consumption per capita—1947, 155.2 pounds; 
1935-1939, 125.6 pounds. 


Rose Nawic# 
Division of Business Economics 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1948,” pages 72, 78) 


1948 1947 | Percentage Change 
one March, 1948 | April, 1947 | 4 Months, 
January to to 1947 to 
April, 1948 | April, 1948 | 4 Months, 
1948 
Industrial Production 
ME PRBY (9) oi code cite eat dse,< « 1935-39=100 |p 187 192 194 198 2.6 0 41.5 
Manufacturing (FRB) (S)........ 1935-39=100 |p 194] 7 200 201 200 -3.0 0 +1.3 
Durable goods (FRB) (S)....... 1935-39=100 217 |r — 229 226 229 5.2 2.3 41.2 
Si ha ile Miacictly Seg e N 000 net tons 6,230 |r 7,608 6,940 7,473 -18.1 -11.5 +1.0 
ERAS a ae See ee 000 net tons 3,840 5,020 4,838 5,194 23.5 -20.5 -3.6 
Copper (refined).............. net tons 104,044 | 110,886 93,588 | 102,314 6.2 0.5 +4.0 
Mead (refined) ic. Jaa eet net tons 49,652 50,093 43,598 50,821 0.9 oe | aii 
Pret (S1Al)) ras «ccate Sayre ateroielek net tons 70,330 73,209 66,784 71,505 -3.9 oats A407 
Glass containers.............. 000 gross 8,978 |r 8,977 7,320 8,015 f 13.3 -19.5 
MDE IP. 5 coh tnciae cathe million bd. ft. n.a. 3,022 |r 2,480 2,719 +21.95 41.9¢ 0 3d 
Machine tools'¥S gee... 6 1945-47 = 100 n.d. 84.2 81.9 86.9 42.8b =Tae -10.7d 
Machinery (FRB)............ 1935-39=100 || p 275 |r 283 285 |r 287 -2.8 0.4 +1.7 
Transportation equip. (FRB). .|/ 1935-39=100 238 242 231 244 -1.7 +0.4 rag 
Automobiles, factory sales**.. .|| units 308,071 349,998 274,847 305,081 -12.0 -2.1 +9.6 
Nondurable goods (FRB) (S)....|| 1935-39=100 176 |r 177 180 |r 178 0.6 42.3 41.7 
Wotbont Asai de are Sears « Sales bales . 829,730 | 878,714 | 785,231 | 860,202 -5.6 6.0 -5.4 
DOO hos wep Aseria sis oieor million pounds n.@. 65.8)r 58.2 |r 57.6 +13.1b A Bae ~7.6d 
PERV DDE VOLE O rere sie cisiee ce sicre s « million pounds 67.2 |r 67.8]r 60.6 68.8 0.9 411.8 410.7 
Food prod., mfd. (FRB) (S)...|| 1935-39=100 || p 160 |r 159 | r 159 157 +0.6 +18 +0.5 
Chemicals (FRB) (S)......... 1935-39 = 100 248 |r 249 251 255 0.4 -1.2 0.1 
Newsprint, North American. ..|) short tons 487,620 | 481,076 | 427,444 | 464,929 41.4 43.6 +0.7 
eS ee % of capacity 102.5 100.6 100.3 100.9 41.9 2.5 -3 16 
Paperboard. cx. essteawieie weer’ % of capacity 102 102 100 99 0 42.0 0 
Boots and shoes*.............. thous. of pairs n.a. 44,908 |r 40,290 |r 40,731 411.56] 411.1e +5.2d 
Cigarettes (small)*............ millions 32,036 29,154 23,349 27,278 +9.9 416.5 42.9 
Mining (FRB) (S)..............- 1935-39 = 100 147 |r 142 155 154 43.5 42.8 42.6 
Bituminous coalr............. 000 net tons 34,631 |r 33,844 49,711 55,780 42.3 -16.0 -16.0 
PATE TACIC ss 55 Scie c.cteurersts t 000 net tons 4,436 4,928 4,675 4,921 -10.0 +3.7 17 
Crude petroleum!............. 000 barrels n.a. 5,406 5,353 5,283 +1.06| +10.1c] +11.5d 
Blectric power®...1. 52... os. seeanle soe million kwh 5,046 5,177 5,326 5,333 2.5 48.4 49.9 
Consiruction®. <5... sce okinslesarue 000 dollars 873,882 689,763 681,967 615,206 +26.7 445.1 499 3 
Heavy engineering—Public’........ 000 dollars 77,178 71,845 61,908 46,885 +7.4 +28 .2 +70.8 
Heavy engineering—Private’....... 000 dollars 78,254 55,179 56,753 41,506 +41.8 +46.5 -2.7 
Distribution and Trade 
Carloadings, total™. .../,....5..+.+ thousand cars 783.6 730.1 769.3 177.5 47.3 sth 6.0 
Carloadings, miscellaneous*....... .|| thousand cars 378.3 377.6 363.4 363.2 40.2 ey 0.4 
Retail trade (NICB) (S)r.......... 1935-39 = 100 n.a. 318.3 312.5 309.4 41.96} +410.9c| +12.0d 
Department store sales (S)......... 1935-39=100 || p 299 284 283 284 45.3 47.9 46.5 
Variety store sales (S)r............ 1935-39 = 100 n.a. 212.7 205.4 193.4 43.65 47.9¢ 449d 
Rural retail trade (S).............. 1929-31=100 | n.d. 408.6 370.5 359.7 410.35 AG wags 49. 8d 
Grocery chain store sales (S)*r...... 1935-38=100 | n.d. 359.8 353.7 350.1 41.75 4+15.6c]  4-16.8d 
Magazine advertising linage........ thous. of lines 4,391 4,581 4,175 3,641 4.1 6.6 -8.4 
Commodity Prices 
All commodities (BLS)*............ 1926=100 |p 162.7|p 161.4 160.8 165.7 40.8} 410.2] 411.6 
Maw materials... ....2. scsccse or 1926 =100 p 175.5 |p 174.7 174.9 183.9 40.5 49.6 419.5 
Semi-manufactured articles....... 1926 =100 p 153.3|p 158.0|r 155.3 157.6 +0.2 +6.1 +8.4 
Manufactured products®..........|} 1926=100 p 157.5 |p 155.8}r 154.5 157.7 444 411.0 Etta 
Farm products.............--+-- 1926 =100 p 186.7|p 186.0 135.3 199.2 +0.4 +5.5 48.9 
BONG Ca phan s osastae aalatges 1926 =100 p 176.8|p 173.8 172.4 179.9 +1.7 +8.9 +8.4 
Sensitive industrial (NICB)®........ 1929=100 152.1 150.3 158.5 165.7 41.2 0.6 44.9 
Sensitive farm (NICB)®............ 1929=100 208.7 205.6 206.1 239.4 41/5 46.6 413.5 
Retail prices................000005 1935-39 =100 n.a. 188.6 |r 189.0 190.3 0.26] +46.4c] +8.7d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-89 = 100 124.6 116.4 114.2 120.1 +7.0 +4.4 4.3 
Pap ISEP IRIN, | She meis.e ar rewta's > 3 4 ayes 1935-39 =100 | 130.8 121.8 119.2 126.0 +7.4 +6.3 2.8 
BERET IAGM ics as nly hs dt aisrs, ole ote ake « 1935-39 =100 115.2 105.2 101.9 106.5 +9.5 +12.7 3.8 
ii es ers orn 1935-89=100 | 96.2 93.0 92.6 95.1 +3.4 -8.0 -13.2 
Totalno. shares traded N.Y.Stock Ex. thousands 43,765 27,692 22,989 27,936 +58.0 +50.9 +3.3 
Corporate bond yields (Moody’s).. .|| per cent 3.05 3.10 3.12 3.12 -1.6 4+9.7 +11.2 
Financial Indicators 
Bank debits, outside New York City") million dollars} 53,691 56,896 48,501 56,351 -5.6 414.5 +13.9 
New capital corporate issues........ 000 dollars | ©6656 2,426 594,606 545,881 364,849 376,314 -5.4 +49.5 +83.3 
Refunding issues..................- 000 dollars 50,213 97,042 14,092 2,590 78,214 48.3 -35.8 53.5 
Comm., industrial and agric. loans***! million dollars} 14,259 14,522 14,636 14,704 12,162 -1.8 +17.2 422.4 
Total personal income (S)**....... billion dollars | n.a. 208.5 |r 207.7 211.4 190. 6al} +0.45 4+9.4c] +10.2d 
Money in circulation, end of month." million dollars! 27,716 |r 27,781 28,019 28,111 28,114 0.2 -1.4 —j.1 


SAdjusted for season variation 1Shipments § *Consumption; cigarette consumption measured by tax-paid withdrawals _ *Excludes reconstructed government shoes included in 
data prior to 1944 ‘Average daily SAverage weekly F. W. ‘Engineering News-Record—average weekly  *Grocery and combination chain store sales *Through 
September, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the Jan- 
uary, 1948 indexes for All Commodities and Manufactured Products would have been 163.1 and 153.6; February 158.$ and 150.8; March, 158.8 and 151.6; April, 160.2 and 153.4. 0140 
centers aMarch, 1947 bPercentage change, February, 1948, to March, 1948 cPercentage change, March, 1947, to March, 1948 —— change, 3 months, 1947 to 3 months, 
1948  ¢Estimated fess than 05% n.a.Not available Preliminary _rLong-term revisions—variety and grocery chain store sales; NICB retail trade; new capital corporate 
issues and refunding issues; bituminous coal; lumber; revised data available on a *Value as traffic indicator subject to variations in length of haul and amount loaded **New 
series, Automobile production data discontinued. Earlier data on f sales available on request. Commercial, industrial and pene loans reported by member banks in leading 
cities revised to increase and improve coverage. Revised data unavailable prior to July, 1946. Total personal income, seasonally pated annual rates, replaces national income pay- 
ments. Total er] income is current income received by persons from all sources, exclusive of transfers. Earlier data available on request. Machine tools shipments reported on 
a revised index of three months’ average, centered. 
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Price Advance Resumed in April 


CONSIDERABLE increase in consumers’ prices 
occurred in April, according to figures com- 


comparable increase of only 2.4% in women’s apparel. 
Each of the sixty-two cities surveyed in April ex- 


perienced over-all price rises over the month, within 
a range of 0.3% to 2.0%, the median amounting to 
1.1%. Since March, 1947, the median increase meas- 
ured for these urban areas was 8.1%, as compared 
with an average increase of 7.7% for the entire coun- 
PURCHASING VALUE OF DOLLAR DOWN try. 

The purchasing value of the 1923 dollar declined 
1.1% from March to 74.4 cents in April. This was 
5.7 cents lower than its value in March, 1947, the 
nearest month a year ago for which data are available. 

Retail food prices showed the greatest change over 
the month, jumping 2.8% since mid-March. This 175 
was the second food rise of the year (the previous 
increase, of 0.9%, was in January). Since March, 
1947, food prices have risen 10.5% in the United is 
States as a whole. 

The fuel and light index, which includes electricity 
and gas, rose 0.2% since March, because of in- a 
creased fuel prices. A gain of 0.1% was shown by the 
sundries index as compared with a rise of 0.8% for 
the preceding month. Housing, which is surveyed 
quarterly, was not priced in April. 


piled by Tue ConrereNnce Boarp. The index reached 
134.4 (1923=100), 1.1% higher than in March, and 
only 0.1% lower than the record peak reached in 
January. 


FLorENcE S. GEIGER 
Statistical Division 
Consumers’ Price Index 


Source: THe ConrErRENCE BoarD 
Index Numbers, 1923=100 


|| ly eet tf. 
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CLOTHING DOWN i ic 
75 


The only decline was observed in the clothing in- 
dex, reflecting reductions of 0.1% and 0.4% in men’s 
and women’s clothing. Since March a year ago, prices 
of men’s wear have risen 4.2%, as compared with a 7 


1947 1942 = 1943, 1944 1945 1946 = 1947 


CONSUMERS’ PRICE INDEX FOR THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothi Fuel and Light Purchasing 

Date Average of | Food | Housing! a eka Dh Sundries | Value of 
All Heme Total Men’s Women’s Total? Electricity Gas Dollar 

Index Numbers, 1923=100 
1947 March........... 124.8 152.3 91.0 108.2 124.4 92.0 101.4 66.8 94.4 126.9 80.1 
DUNE. ow ssiateres ore 125.4 153.3 91.0 107.2 124.4 90.0 101.1 66.6 95.2 128.0 79.7 
DUlyssere hetero stats 126.6 155.8 91.0 107.2 124.2 90.1 102.4 65.4 95.0 129.1 79.0 
ATI ROBES io sistes dmc 128.2 159.4 91.0 107.6 124.4 90.7 106.0 66.6 95.0 129.5 78.0 
September... 130.2 164.6 91.0 108.4 124.3 92.4 106.5 66.7 95.0 129.9 76.8 
Octobers... Je sins 130.9 163.6 94.8 108.9 125.0 92.8 107.1 66.8 95.0 130.8 76.4 
November . 131.9 165.3a 94.8 109.7 125.8 93.5 108.1 66.8 95.0 131.6 75.8 
December........ 133.6 168.4 95.5 110.2 126.4 94.0 108.5 66.8 95.0 133.0 74.9 
Annual average®.| 127.7 157.8 108.2 124.7 91.6 103.8 66.6 94.9 129.1 78.4 
1948 January.......... 134.5 169.96 111.3 128.1 94.5 109.2 66.9 95.1 134.0 74.3 
February. ....... 133.1 165.5¢ 95.5 112.0 129.3 94.6 109.4 66.9 95.1 133.9 75.1 
ee Sint 112.2¢ | 129.77 94.6 109.4 67.0 135.0r 15.2 
111.9 129.6 94.2 109.6 67.0 135.1 4 


Percentage Changes 


Mar. 1948 to Apr. 1948..] +1.1 +2.8 0 0.3 -0.1 
Mar. 1947 to Apr. 1948.] +7.7 +10.5 +5.1 +3.4 +4.2 
1Rents surveyed quarterly, March 15, June 15, Sept. 15, Dec. 15. 


"Includes fuel as well as electricity and gas. , 
'Weighted average of two quarterly indexes and six monthly indexes. 


-0.4 +0.2 0 0 +0.1 -1.1 
+2.4 +8.1 +0.3 +0.7 +6.5 7.1 
aBased on food prices for November 17, 1947. 


Based on food prices for January 14, 1948. 
eBased on food prices for Rieens 16, 1948, 
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What Executives Say: 


Technical Efficiency Rising 


(See article on page 242) 


PRIMARY PRODUCTS 
Foundries: Hampered by Man-power Shortage 


“Physical output per man hour or per employee is prac- 
tically the same as it was a year ago. It would be less, how- 
ever, if we had not, in the interim, installed new equipment. 
Productivity is now greater than before the war. Because 
of the shortages of some necessary materials, we have not 
had the full advantage of new tools. We are also having 
difficulty in obtaining first-class machinists.” 

“The improvement in productivity compared with a 
year ago and before the war is owing principally to a sub- 
stantial installation of mechanized equipment. If it were 
not for the shortage of man power, we would very likely 
have an even better experience.” 


Mining: More Modern Equipment 


“Generally speaking, our production per man hour is 
higher. We ascribe it mainly to the fact that since the war 
we have had a greater proportion of young men in the or- 
ganization. We have also added substantially to our equip- 
ment, which is of modern design, and have changed our 
methods of mining.” 

“We believe that productivity is somewhat higher than a 
year ago, but not enough to make any real difference. The 
spirit to produce as much as possible just is not there.” 

“Our productivity per man hour so far this year is the 
same as the corresponding period last year. For the year 
1947 and for 1948 to date, it is 1444% lower than in pre- 
war years. A part of our equipment has recently been mod- 
ernized. This should improve efficiency some during the re- 
mainder of this year, but it will take this year and next to 
complete our extensive program of development and mod- 
ernization. It will be 1950 before we realize the full benefit.” 


Nonferrous Metals: Gain over Prewar Period 


“The physical output per man is higher now than it was 
a year ago, and even than it was from 1939 to 1941. We 
attribute this, first and foremost, to the improved equip- 
ment and layout and, secondly, to going on a forty-hour week 
from a 48-hour week. Most of our people are either on pre- 
mium practice or individual piecework. When the 184-cent 
an hour wage increase took place two years ago, we cut our 
schedules to a forty-hour week because we could not afford 
the overtime. With incentive pay, the individual workers 
increased their hourly output so that in a forty-hour week 
they have come within 6% of producing as much as they 
used to in the 48-hour week. They have also increased their 
average earnings for the forty hours accordingly, while we 
have saved Saturday overtime.” 

“Production of our various mill materials is measured in 
terms of pounds per man hour. On that basis, our produc- 
tivity thus far in 1948 is about the same as it was a year 
ago. While the United States did not formally declare war 
until December of that year, the materials produced in 1941 
to a great extent entered into munitions of war. The size 
of item and gauge of material averaged much heavier on 
materials intended for war purposes than for those that are 
used in peacetime. Consequently, when producing war ma- 
terials, pounds per man hour are much higher. The increase 


in 1941 over 1940 was 74%. Production in 1947 was 10% 
higher than in 1940, and about 40% higher than the aver- 
age of the years 1937-1940. We feel that the output in 1947 
could have been somewhat higher had it not been for short- 
ages of raw materials and somewhat lowered labor produc- 
tivity. In situations where the output is set by the pace 
of the machine, pounds per man hour have been higher be- 
cause of improved and higher-speed machinery.” 


Petroleum and Products: Productivity Hard to Measure 


“We have always found it difficult, and unsatisfactory, 
except for specific limited operations, to measure changes 
in physical output per man hour. This is partly because 
of the nature of our business, which is subject to changes 
in production methods, raw materials and equipment, and 
in product mix or composition. Productivity per worker is 
higher now than in, say, 1941, but we do not know defi- 
nitely how much higher. In refining, for instance, the fig- 
ure would probably be more than 20%. However, there 
have been substantial increases in the degree of fabrication 
required for some products, and some new highly fabricated 
products have been introduced. Our experience with the 
difficulty and imprecision of measuring productivity on a 
company or industry basis is one of the realities which has 
convinced us that wage-price policies cannot be determined 
with regard to local conditions only.” 

“The speed with which an oil well is drilled, or the quan- 
tity of oil which flows from a completed well, or the 
quantity of products which comes from an oil refinery, are 
not functions of the amount of human effort expended ex- 
cept in a rather remote sense. Productivity is more closely 
related to two other factors—first, the nature and mod- 
ernity of the process and plant employed; and second, the 
percentage of capacity at which the plant is operated. 
Today’s petroleum products are of such quality that addi- 
tional processing and man hours are necessary to meet spe- 
cifications, but larger and more efficient plant units offset 
the additional labor requirement.” 

“Tf we ignore the fact that any changes in productivity 
are independent of individual effort, we can report that 
there has been an increase since the war, and that this in- 
crease also applies in comparing last year with the previous 
year. This does not necessarily imply that there has been 
any improvement in individual performance.” 

“Our peak expenditures for new equipment since the 
war’s end have resulted in somewhat higher output per man 
hour, but shortages of materials and labor restrictions on 
productivity have somewhat counteracted this effect.” 

“We believe that productivity per employee is increas- 
ing, and that the basic reasons for the increase are (1) 
better planning; (2) better-trained supervisory forces; and 
(3) improvements in tools and processes.” 


Steel: Workers Better Supplied with Tools 


“Productivity per man hour shows a slight improve- 
ment over a year ago and is greater than in the prewar 
years 1939-1941. While productivity per man hour has in- 
creased, the rate of increase has not been anywhere nearly 
great enough to overcome the increased cost per man hour. 
Our product mix has changed in that we are producing 
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more tonnage of prcducts that require more man hours to 
finish than in the prewar period.” 

“Physical output per man hour is higher than it was a 
year ago, principally because of technological advancement 
made in machine operations, methods and material flow. 
We are presently producing the same physical volume of 
business as in 1941 with 18% less personnel. This is a 
measurement of technological advancement.” 

“In general, there was a slight increase in output per 
man hour in most departments during the first quarter of 
1948 as compared with the first half of 1947. Some de- 
partments show a marked increase in output as compared 
with before the war, but in these instances it is owing to 
changes in the machinery and methods, or the installation 
of incentive rates.” 

“Production today is slightly higher than it was a year 
ago. The greater part of our new facilities, of course, had 
been put into operation just before the outbreak of the 
war and for this reason we have not much of an advan- 
tage to gain from those added facilities since the close of 
the war. The market for the last year and a half has 
been very highly competitive and it has been necessary to 
work on a relatively larger number of smaller orders which 
makes any real production showing extremely difficult to 
achieve.” 

“Our production per man hour is about the same now as 
it was a year ago; compared with the prewar period (1939 
to 1941) we show a marked improvement. This can mainly 
be attributed, however, to a higher rate of operation.” 

“Productivity, measured in tons per man hour, is prac- 
tically unchanged from that of a year ago and is lower 
than in the years 1939-1941. Our workers are better sup- 
plied with tools than in the prewar period. We are invest- 
ing a record amount in new facilities. The decline in pro- 
ductivity is partly voluntary lack of effort by the workers, 
and partly because supervision’s attention is divided be- 
tween ordinary production and new construction.” 

“Productivity per man hour, with the same tool power, 
has decreased steadily for several years. For ten years there 
has been a steady increase in hourly wage rates. The more 
the wage rate per hour increases the greater the tendency 
on the part of workmen and union leaders to draw a circle 
around the type of work performed by each employee. As 
a result, a greater number of employees must be added to 
the working force in order to perform all the types of work 
making up a schedule of production. This in turn results 
in an over-all increase of man hours without a correspond- 
ing increase in production. We are at this time increasing 
the capacity for steel production with additional equipment 
but it will not increase the tool power so as to yield a higher 
output per man hour.” 


Miscellaneous: Productivity Slightly Higher 


“Productivity of our employees is slightly higher than it 
was a year ago but considerably below the prewar period. 
We have spent a good deal of money in the last three 
years for new and improved equipment from which we 
would ordinarily expect to receive an increase in produc- 
tion per man hour. This improvement is now more than 
offset by certain other factors. The most important is de- 
terioration in the quality of coal and of various repair parts 
used in our machinery. To a minor extent, certain labor 
union restrictions enter into the situation, particularly 
seniority provisions which sometimes prevent our making 
use of the best men for a given job.” 

“Physical output per man hour is a little higher now 
than it was a year ago but is considerably lower than pre- 
war. Our workers are better supplied with tools than they 
were before the war. This increase in tool power has been 


the reason for the increase in output per man hour in the 
last year.” 

“Physical output per man hour is slightly higher than 
it was in 1946. Our expenditures for new plant and equip- 
ment since the war’s end have resulted in greater output 
even with some material shortages. Our product mix has 
changed in some major lines so that fewer man hours are 
required per unit.” 


METAL MANUFACTURES 
Air-Conditioning Equipment: Aided by Technology 


“From March, 1947, to March, 1948, we increased our 
productivity on a man-hour basis by 28%. This was mostly 
a technological advance. Other factors were sounder plan- 
ning, improvements in processing, fewer critical material 
shortages and a definite decrease in labor turnover.” 

“We have enjoyed a moderate improvement in employee 
productive efficiency over prewar levels. It is partly the 
result of economies of larger-scale production and partly 
the result of our postwar wage incentive plan. Conse- 
quently, we have not suffered more than a relatively mod- 
erate rise in unit labor costs despite the considerable rise 
in basic hourly wage rates. We have been able to absorb 
cost increases by a relatively moderate increase in selling 
prices over prewar levels. This favorable relationship is 
about at an end. Any further wage increases would cause 
a serious dislocation of the wage-price relationship, and we 
can no longer offset such wage increases either by further 
improvement in productive efficiency or by further in- 
creases in selling prices.” 

“Right now, we are entirely out of pig iron and our foun- 
dry is closed. Next month it may be something else. There 
is almost always something interfering with steady and un- 
interrupted production.” 


Aircraft and Equipment: Productivity Higher 


“Physical output per man hour or per employee is higher 
than it was a year ago and is also greater than in the prewar 
years of 1939 to 1941. While we have put in some new 
equipment since the end of the war, we attribute our in- 
crease in productivity very largely to better planning of work 
through the factory.” 

“There exists such a wide variety of products and such a 
constant change in their mix that productivity can be meas- 
ured only by taking a single product, such as valves, piston 
pins, etc., and dealing with each category separately. For- 
tunately, we have in our company a very reliable means of 
measuring the workers’ productivity, regardless of change 
in equipment or manufacturing methods. Direct labor 
standards of uniform stringency are constantly maintained 
and workers’ output is measured against these so-called 
budget standards. The direct labor efficiency, expressed in 
percentage value of these budget standards, is a true meas- 
ure of the workers’ effort to increase their output. We can, 
therefore, make an unqualified statement that our workers’ 
output has considerably increased over the past two years 
and is higher than during the prewar period. The average 
increase in efficiency during the last year amounts to ap- 
proximately 9%. Compared with the output in the prewar 
period 1939 to 1941, the increase of workers’ productivity 
is about 15%.” 

“Output per man hour has risen with more advanced 
tooling and new products. However, shortage of materials 
threatens to offset current improvements. Our workers 
are well supplied with tools.” 


Automotive Equipment: Better Supply of Materials 


“Where conditions have remained the same, productivity 
has decreased 5% to 8%. Where we have made substan- 
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tial improvements in production methods and equipment, 
productivity has increased up to 20% on some operations. 
Taking all our production operations into consideration, we 
feel that productivity has made a small net gain since 1940.” 

“Productivity per man per hour is approximately 7% 
higher today than it was a year ago, principally because of 
a more adequate and consistent supply of materials. The 
volume of production is greater today than it was at this 
time last year, thus permitting limited work tasks which 
lead to special skill and higher production. The production 
per man per hour is less today than it was from 1939 to 
1941.” 

“In most instances our productivity per man hour is 
somewhat higher than it was a year ago, but it is ques- 
tionable whether it is greater than it was before the war. 
This is partly owing to the uneven flow of materials, and 
to shortages developing from strikes experienced by our 
ea and customers which affect our production sched- 
ules. 

“Our investment in new machinery has yielded more pro- 
duction per man hour.” 

“There has been a considerable change in our product re- 
quirement. Better materials, closer tolerances, added speci- 
fications, new types, and generally higher quality require- 
ments have greatly added to the nominal man-hour require- 
ments of our product today over 1939. Our technological 
progress in the foundry has more than offset these added 
requirements. But in the machining plants, where the im- 
pact of these changes has been greatest, productivity per 
hour in terms of pieces has decreased.” 

“We feel that our productivity per employee is lower 
than it was a year ago and for the prewar period. Our 
product mix has changed materially from prewar days. The 
quality is not materially different, but more fabrication is 
required.” 


Communication Equipment: Hampered by Inexperi- 
enced Workers 


“Productivity for the first quarter of 1948 has increased 
approximately 3% compared with the first quarter of 1947. 
It is, however, approximately 17% lower than in the pre- 
war years of 1939-1941. This lack of improvement results 
from the greatly expanded production program which re- 
quired the addition of a large number of new and inexperi- 
enced employees. With the stabilization of our program, 
turnover should decline and productivity per man hour in- 
crease.” 

“Productivity of our factory employees is approximately 
the same today as it was a year ago. Productivity of office 
and clerical employees is probably somewhat below last 
year. As with most companies, we have no exact indexes of 
this, but find much scattered evidence. High turnover pre- 
cludes the benefits of increased experience, and a shortage 
of this type of help has produced a complaisant attitude 
among the workers. Productivity of factory employees is 
about the same as before the war. Our manufacturing in- 
volves a high proportion of hand operations which lend 
themselves very poorly to the automatization which might 
increase productivity.” 

“We always try to get a higher class of employees than 
the average in our area, and, wherever possible, we have an 
incentive for standard production jobs. We are working 
hard and spending just as much money as we can in redesign- 
ing our product and in obtaining more economical produc- 
tion.” 


Electrical Appliances: 
nization 


Output Varies with Mecha- 


“Physical output per man hour or per employee is higher 
in plant A than it was a year ago, and about the same as 


it was a year ago in plant B. Plant A is more mechanized 
than it was a year ago, and a great deal of single-purpose 
equipment, material handling equipment, automatic spray 
painting equipmerit and the like have been put into oper- 
ation during the year. In plant B, there has been less op- 
portunity to more highly mechanize the operation. Produc- 
tivity in our plants is higher than before the war. The 
increase in tooling power has yielded a higher output per 
man hour, and would be still greater were we able, for in- 
stance, to secure more steel in plant A. We are not ham- 
pered by any restrictions on productivity by any of our 
unions. There have been signs of such an attempt here and 
there, but we do not believe that any exist at the present 
time. Our production has changed since prewar days and 
we realize that comparisons with prewar products are some- 
times misleading.” 

“Productivity of our men is higher than it was a year ago; 
at least, the incentive earnings of the men have shown a nice 
increase. It is also greater than in the prewar period. Our 
facilities have been improved. A very elaborate conveyer 
system, now completed, contributes to the dispatch with 
which our product can be made to flow through our fac- 
tory.” 


Electrical Machinery: Trend Is Upward 


“Productivity is higher than it was a year ago and be- 
fore the war. 

“Our physical output per man horse is 8% to 10% higher 
than it was a year ago. We attribute this to an improved 
labor market in this area as well as to our older employees 
getting attuned to peacetime production. Current produc- 
tivity is about 5% greater than from 1939 to 1941. We are 
making a better-quality product than ever before.” 

“Productivity per man hour is higher now than it was a 
year ago, but it is still approximately 20% below the prewar 
level. We have added considerable plant equipment since 
the end of the war.” 

“Productivity in physical output per man hour and per 
employee is slightly higher than it was a year ago and 
considerably higher than before the war. Our product is so 
varied that we do not have a very good measure of physical 
volume. We also do not have any good method of weighting 
the various factors that presumably brought about the im- 
provement. During this past year. we enlarged our plant, 
rearranged various departments and acquired new produc- 
tive equipment. We found materials and components more 
readily obtainable and achieved a better balance in produc- 
tion that eliminated much of the delay and lost motion 
caused by shortages and ‘mismatches’ of production quan- 
tities. While new products are continuing to come along, 
tending to reduce productivity during their initial produc- 
tion stages, the over-all effect has been favorable. As com- 
pared with before the war, over-all productivity is receiv- 
ing the benefit of longer runs and larger quantities for a 
substantial number of items.” 

“By spending a sizable sum for new buildings, machinery, 
and plant layout, we have increased the productivity of our 
employees. The individual has not progressed in what he 
can accomplish himself, but by supplying proper tools and 
proper equipment and by redesigning our product, we have 
been able to accomplish economies that make a higher out- 
put per man hour. The redesign of our product has given 
us lower man hours per unit than we had before the war.” 


Electrical Supplies: Better Supplies with Tools 


“Our physical output per man hour is higher than it was 
a year ago and before the war. We have spent considerable 
money for new plant and equipment on which we can re- 
port some improved output, but there remains considerable 
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room for further improvement. Our workers are better 
supplied with tools than they were before the war.” 

“New types of machines were installed during the war 
period and since. They operate on a higher-speed basis, with 
more efficiency and effectiveness. Methods have been im- 
proved, and the application of quality control has con- 
tributed to improving the over-all effectiveness. A second 
factor has been the point hour earnings of our operators, 
who in most departments work on an incentive basis— 
individual or group, depending upon the particular oper- 
ations and the type of product. Before the war, our aver- 
age point hour figure was 85; it is now 110. Our workers, 
without exception, are better supplied with tools than in the 
prewar period.” 

“Little change has occurred.” 


Hardware: Output Up; Turnover Reduced 


“The number of man hours used per finished ton was 55 
in March, 1947, and 50 in March, 1948. March, 1948, was 
an exceedingly successful month, breaking all records in pro- 
duction. Improvement in tooling and the change in product 
mix have about offset each other. It also makes a differ- 
ence how experienced and well trained the employees are. 
Specific careful training helps and also tends to keep down 
labor turnover. In five plants with about 2,000 employees, 
turnover has been reduced to an average of 2.3% per month 
in the first quarter of this year against an average of 1947 
of 3.3%, and a wartime turnover running up to as high as 
9%. We find that creating an atmosphere of steady oper- 
ation brings up the production. Just as soon as any outside 
conditions tend to hamper efficiency, production falls off 
fast. When our employees know that they will be supplied 
with plenty of material and have confidence that the man- 
agement knows what it is doing, they really go to town in 
turning out production.” 

“Productivity per man hour in our plant is slightly greater 
than it was in the prewar years 1939-1941, and it is sub- 
stantially better than it was eighteen months ago. New tool- 
ing, better equipment, new machines and better working 
conditions have increased productivity. For about fourteen 
months after the war we had considerable labor turnover 
and production was at a rather low ebb. The less efficient 
operators and those not too anxious to give a full day’s 
work were weeded out and this has resulted in better pro- 
duction per hour.” 

“Our workers are much better supplied with tools than 
in prewar days; this is one of the prime factors responsible 
for our greater productivity. We have added further pro- 
cessing to some of our products, which has resulted in more 
man hours per unit of product shipped.” 

“Productivity measured by man hours is about the same 
as a year ago and slightly lower than in 1939-1941. Expendi- 
tures for new plant and equipment and improved methods 
since the war’s end do not reflect themselves in higher out- 
put per man hour on the over-all plant basis. These expen- 
ditures have been large, but they affect only a small per- 
centage of our plant production. Some of the gain has been 
offset by intensive effort on the part of the employees.” 


Heating and Plumbing Equipment: Supervision Counts 


“Physical output per man hour is higher than a year ago. 
A part of increased productivity comes from greater mech- 
anization. However, in some factories productivity is better 
than prewar without regarding the mechanization, and in 
others it is less despite mechanization. Although there 
are extraneous conditions, such as the attitude of a given 
union, it frequently depends on the quality of supervision 
in the individual factory.” 

“Productivity is somewhat lower than it was a year ago. 


This is because our working force has more than doubled 
during the period and many of the new employees are not 
so efficient as the older employees. Productivity is ap- 
proximately the same as in the 1939-1941 period. We have 
materially improved our tooling in the last few years and 
in certain respects are benefiting from increased production.” 


Industrial Machinery—General: Supervision Is Better 


“Productivity has increased. We have improved our tool 
power and have incentives, which, in the hands of good pro- 
duction men, have maintained our productive position.” 

“Physical output per man hour today is somewhat higher 
than a year ago. Some union restrictions on production have 
been instituted since 1939-1941. One of these consists of the 
elimination of any physical work by certain first-string 
foremen. We are not at all certain that this has decreased 
productivity per man hour because in most instances we 
are obtaining better supervision.” 

“Our physical output per man hour is higher than it was 
a year ago and prewar. Our workers are much better 
equipped with tools than they were in prewar days. Dur- 
ing the past two years we have invested a much higher 
ratio than normal in machine tools and facilities. This was 
done as a means of increasing our total and man-hour pro- 
duction. Operations throughout our plants have been more 
highly mechanized in order to minimize the demand on 
man power. Our product mix has changed substantially 
since the close of the war, and this trend is continuing.” 

“We have reduced our total output as demand has fallen 
off for our products. This has resulted in elimination of a 
third shift and most of a second, with resulting higher 
efficiency, elimination of newer and greener employees, 
and better supervision. Productivity is greater now than 
prewar for an even greater number of reasons: (a) a large 
number of new and much more efficient machines; (b) a 
great array of new and more specialized tooling; (c) much 
greater attention to method; (d) higher specialization (pro- 
ductive workers stick to productive work and are better 
served by material handlers); (e) better piece rates which 
result in the operators being obliged to deliver high output 
in order to make high earnings; (f) generally longer runs 
on parts and assemblies, with less proportional time lost 
for setup.” 

“Our productivity per man hour for 1939 to 1941 was: 
1939—$4.84 per man hour; 1940—%5.01 per man hour; 1941 
—$6.29 per man hour. In 1947, it was $8.28 per man hour; 
for the first quarter of 1948, it was $8.87 per man hour. 
These figures are based on value on the shipping floor, and 
they are comparable on a physical basis because prices have 
not been increased. This increase in man-hour output has 
been brought about chiefly through the setting of stand- 
ards, new tooling and better supervision.” 

“The physical output per man hour or per employee is 
about the same as it was a year ago, considering the aver- 
age trained employee. However, our employees are more 
experienced and their general output has risen. The output 
of our workers has increased since the war owing to an ex- 
tensive retooling program. In addition, we operate our 
shops on an incentive basis and the current economic stress 
placed on our employees due to the cost of living has tended 
to erase any restrictions on productivity that existed before 
and during the war period. Our workers are better sup- 
plied with tools than they were before the war.” 


Industrial Machinery—Specialized: Better Tooling and 
Better Methods 


“Productivity is somewhat higher than it was a year ago, 
and in our plants as a whole is better than it was in prewar 
years. It is not so good where the same tools and facilities 
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are still in use. Better tooling and better methods are show- 
ing better results in our plants.” 

“Unit production per man hour has improved substan- 
tially. In 1944 and 1945, we replaced all production ma- 
chines with new and faster, and, in many cases, automatic 
and semiautomatic equipment, plus technological improve- 
ments in design and products so as to use flash welding in- 


stead of gas welding. So, with less physical effort per man,_ 


our production is greater than before the war.” 

“Productivity is just about the same as it was last year. 
Through our incentive wage payment plan, we know the 
productivity per man hour very accurately. Productivity is 
very close to 10% better than it was in 1939-1941. The 
major portion of this increase is owing to improved methods 
and to some improved equipment.” 

“Tt is pretty hard to make definite comparative statements 
regarding the productivity of our machine tools and our men 
in view of the greatly increased manufacturing plant and 
also of the changes in products. We believe, however, that 
physical output per man hour has increased to a small ex- 
tent during the past few years for two reasons: First, we 
have better machine tools than we had before and during 
the war; and second, we have a lower rate of turnover of 
our employees so that the resultant average employee is far 
more experienced than the average wartime worker.” 

“Output per man hour is about the same, or slightly low- 
er, than a year ago and approximately 75% of prewar. 
Production has been simplified. We feel that the ‘world 
owes me a living’ philosophy is largely responsible for the 
indifferent showing. We hope that this attitude is dying 
out but are afraid that the recent wave of new wage de- 
mands may throw productivity for another loss.” 


Instruments and Controls: Affected by Lost Productive 
Time 


“Productivity is approximately 10% better than it was 
a year ago. Improved tools and technological changes ac- 
count for the greatest part of the increased productivity. 
Our workers have never been so well supplied with machine 
tools and working tools as at the present time. The re- 
duced productivity on an over-all basis is not owing to any 
lack of physical activity when the men are working but 
rather to an accumulation of many extraneous items which 
lowers the number of minutes per hour engaged in produc- 
tive activity. Union restrictions are increasing the number 
of these paid lunch periods, rest periods, quitting before 
closing time, lengthening wash-up periods, etc. These have 
reduced the actual minutes of productive labor per hour to 
about forty-nine minutes. Before the war it was fifty-four 
to fifty-five minutes.” 

“The volume and mix of our business makes it virtually 
impossible to compare per man output today with before 
the war. We can, however, relate some of it with the period 
since the end of the war. Direct labor related to direct man- 
power standards which have been time studied, eliminate, 
theoretically at least, changes which occurred from methods, 
design or equipment changes. Although our measurements 
today are much more dependable than they were at the end 
of the war, we have reason to believe that output per man 
hour on work subject to such standards, all of which is on 
incentive, has increased between 15% and 20%. Over the 
last year this increase has amounted to between 5% and 
7%. Our product mix has definitely changed in the direc- 
tion of requiring more man hours per unit. But we have 
eliminated subcontracting to a greater extent so that this, 
too, affects the increase in our man hours per unit. The 
biggest single area for improvement in physical output per 
man hour is in our indirect and salary activities which we 


have badly neglected from a control and measurement or 
methods improvement standpoint.” 


Machine Tools: Machines More Productive 


“Physical output per man hour in most departments is 
definitely higher than it was a year ago and is much greater 
than before the war. We purchased tools leased from Defense 
Plant Corporation immediately following the war and en- 
tered upon a program of new equipment purchase. We also 
intensified our ‘methods’ effort. So there has been a con- 
stant increase in productivity. Certain departments which 
have not been supplied with new machine tools have not 
gained relative to those departments which have. Our 
product mix has not changed and our more efficient equip- 
ment is therefore resulting in higher productivity.” 

“Productivity in 1947 increased over 1946 by 8%. So 
far this year, productivity is 13% greater than 1946. It is 
only through these increases that we have been able to hold 
prices of our finished products. Our prices have advanced 
only 17% in the last ten years.” 

“The trend of productivity (dollar value of product per 
man hour of labor) continues upward and has done so al- 
most without interruption for many years. The increase is 
not so great as it appears to be during the past two years, 
since there was a price increase of approximately 17% in 
May, 1946. This has been the only general price increase 
since 1937 and so the distortion is relatively minor. We at- 
tribute this steady increase to: (1) a piece work system 
which has been in effect for fifty years or more and which 
encourages our employees to do the best they can; (2) in- 
creased lot sizes made possible by the greater demand for 
our products; (3) large expenditures for improved equip- 
ment; (4) harmonious labor relations; and (5) a success- 
ful profit-sharing system of thirty-three years’ standing.” 

“Physical output is higher today than it was one year 
ago, but that is not because men are working harder. It 
is achieved by the installation of better and faster machin- 
ery, with more jigs and fixtures for the work in hand. 
Labor productivity is really a misnomer, since practically 
all the increased productivity is caused by the machinery; 
that is, the modern machine as compared with the older 
type machine.” 

“Productivity is approximately the same as it was a year 
ago. Our men are better supplied with tools and with 
greater horsepower than before the war. We have not ac- 
complished the gain that should have been made by the in- 
troduction of better equipment. Labor restrictions, pressure 
by shop stewards, etc., prevent the increase in man-hour 
production that we have a right to secure.” 

“Our productivity per man hour or per employee remains 
practically the same as it was a year ago, but it is greater 
than it was before the war. Our production and products 
have changed so that more man hours are necessarily re- 
quired, but our efficiency remains high.” 

“Generally speaking, the physical output per man hour 
is as great as it was a year ago. This is primarily the re- 
sult of union propaganda, and the fact that the unions have 
so much to say in the management of the shops. When a 
cut is started on some machines it may take quite a period 
of time before the tool is readjusted; and a lot of the men 
now are reading novels in the shop and cut down their feed 
so they will have more reading time. The foreman is sup- 
posed to take care of this, but it is a condition that exists 
nevertheless, and it interferes with production. To counter- 
act this, they are using better and better qualities of steel 
in all the steel-cutting industries, so that speeds can be in- 
creased and the work can be done in less time. Our pro- 
duction has been held up seriously for want of both sheet- 
metal and electrical appliances. We have hundreds of 
machines waiting around for these units. Practically all 
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machine tools have been redesigned and are somewhat 
more complicated. The tendency is to relieve the operator 
in every conceivable way. The machines are more auto- 
matic, with more push buttons to take care of movements 
electrically which were formerly hand operated. The product 
is more intricate and requires more and better fabrication.” 

“Our present rate of productivity is lower than a year 
ago and is below prewar levels. Our workers are as well 
supplied now with tools as in prewar times and, although 
we have added new equipment, it has not yielded a higher 
output per man hour. Some material shortages and the in- 
fluence of change in type of production are the responsible 
factors for lack of productivity in man power.” 


Office Equipment: Improved Tools and Equipment 


“Our productivity is about 20% higher than before the 
war. We have provided better tools, processes and equip- 
ment, but the attitude and effort of our workers is partly 
responsible.” 

“The physical output per man hour for the first quarter 
of 1948 is approximately 14% higher than for the first 
quarter of 1947. Our company had a record expenditure for 
improvements and modernization in 1947. Some of this is 
directly responsible for the holding of costs. Our workers 
are now better supplied with tools than they were before 
the war.” 

“There has been a 3.28% increase in productivity dur- 
ing the first four months of 1948 as compared with the same 
period of 1947. There is a substantial change in the types of 
models produced now compared with the prewar period. 
Relatively large sums have been spent since the war on im- 
proved tooling programs, which may account for some in- 
crease in productivity, although supervision and employee 
cooperation have been definite factors.” 

“Productivity per man hour at this writing is higher 
than was the case a year ago and also greater than in the 
prewar period 1939 to 1941. Without question, our employ- 
ees are better supplied with tools than in the prewar 
period.” 

“Productivity per employee is higher than it was a year 
ago but not so great as it was before the war. Two things 
affect production in our case; viz., shortage of materials 
and labor restrictions.” 

“Using a certain system of standards on which our in- 
centive pay system is based, we find that the performance 
for the first four months of 1948 was at 123.9% efficiency, 
against 123.1% for the comparable period in 1947. Our 
engineers recently made a study of direct labor hours in 
1947 as against 1939, from which it was determined that 
steel operations required 22.8 hours for a given number of 
units in 1947 as against 27.0 hours in 1939. Similarly, 
wood and veneer operations in 1947 took 13.1 hours as 
against 14.2 hours in 1939. Improved manufacturing pro- 
cesses and methods coupled with increased mechanization 
tend to reduce direct labor hours required so that improve- 
ment is not all attributable to greater worker productivity.” 

“An appreciable increase in our volume of production 
since the war and a corresponding rapid increase in the 
number of employees have given rise to problems of employee 
training. Productivity is increasing as our training program 
progresses and as our newer employees become more skilled 
and more proficient. It is already noticeably greater than 
a year ago. Productivity among our older employees is 
generally greater than it was before the war, but many of 
our newer and younger workers have not yet reached the 
level of productivity which, in this business, can come only 
with years of training and experience.” 

“New equipment and new tooling have gone a long way 
toward making up for labor increases. The result can be 


stated as a higher output per man hour or of fewer man 
hours per unit. Shortages of materials have resulted in 
lost time. However, our workers are better supplied with 
tools than they were before the war. Supervision has per- 
haps been growing a little fat and lazy but one cannot be 
sure of the statement. More man hours are required to 
make our product in its present form than were needed to 
make it before the war.” 


Railroad Equipment: Better Showing for Piecework 


“Our physical output per man has improved somewhat 
during the past year. Individual effort is not quite so pro- 
ductive as it was in prewar years. In the past five or six 
years we have installed a reasonably large amount of new 
equipment which, along with improved work methods in 
some cases, accounts for the more recent improvement in 
productivity.” 

“Where piecework is involved, man-hour productivity is 
at an all-time high. This is owing to the incentive of 
higher earnings, plus improved tools and facilities that we 
have installed since the end of the war. Where day work 
is involved, man-hour productivity is considerably below 
last year’s and prewar records. Improvement in tool power 
has not yielded higher output per man hour. The obvious 
answer to this is to put all productive workers possible 
on a piecework basis, which we have done or are proceed- 
ing to do.” 

“Productivity is the same as a year ago and greater than 
prewar. Material shortages have held back higher output 
per man hour.” 

“Productivity in our plant is slightly lower this year 
than it was a year ago. This is not the result of lower em- 
ployee morale or reduced effort by individual employees. 
It is probably entirely a matter of volume, which is ap- © 
proximately 25% below that of a year ago. This naturally 
results in a larger percentage of downtime, setup time, per- 
sonal time, ete., in each unit of production. A year ago our 
production was on the upgrade, which gave each employee 
a challenge to do more. This year production has been on 
the decline and the reverse is true.” 


Miscellaneous: Aided by Incentive System 


“Productivity per man hour has been increasing in our 
plant progressively for many years. The exception was 
a period during the war when all production programs were 
upset and efficiency lagged because of employment of people 
with marginal ability. It took us a year or more after 
the war ended to get our production stride back and to 
overcome some of our bad habits. Some of our employees 
who had left us to go to war work returned with some bad 
habits they had learned on gravy-train jobs elsewhere. 
These tendencies have been largely overcome through super- 
vision and the operation of our wage-incentive system and 
also by the elimination of those who either could not or 
would not meet production standards. Technological im- 
provements, better methods and machinery, and more care- 
ful selection and training of employees have all contributed 
to improved production.” 

“Our incentive system, in operation since 1931, has been 
operating more efficiently during the past three years. Ex- 
perience of some of our friends who do not offer incentives 
indicates that our production, without them, would be less 
than it is now and probably less than it was during or be- 
fore the war.” 

“Our productivity is about 4% higher than it was a year 
ago, and about 244% above prewar days. The factor that 
seems to affect our productivity more than any other is 
adding new models or changing models, or a drastic change 
in the type of product that we are producing.” 
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“We have produced per 1,000 man hours of direct and 
indirect labor slightly more units in the first four months 
of 1948 than in 1947 and appreciably more than in 1939. 
This increase occurred even though our product mix com- 
pared to 1939 is made up of a larger proportion of quality 
goods requiring more fabrication. Had the 1939 product 
mix been on the current basis, it would have required 18% 
more man hours to produce the same quantity. At this rate, 
the 1948 production increase of 1544% as compared to 1939 
could be adjusted to represent a 30% increase. Some off- 
sets must be considered but a 15% betterment (and perhaps 
more) in productivity as compared to 1939 is a conserva- 
tive figure.” 

“Productivity, measured in man-hour output, is between 
2% and 3% higher than a year ago, judging from the first 
three months’ figures. It is approximately the same as in 
1939-1941. Our inspection is progressively more rigid and, 
generally speaking, our quality standards are higher. We 
are maintaining a better product but without any decrease 
in production.” 

“Productivity is higher than it was a year ago and before 
the war. During the war period, we did not have the diffi- 
culty that seemed common to a good many manufacturers of 
a severe decline in output per man hour. Since the war, and 
particularly since about a year ago, we have noticed an 
increase in productivity as reflected by the piece-time earn- 
ings. A year ago we settled wage negotiations for less than 
the union was demanding, stating that if they wished to 
make more money they could readily do so by turning out 
more pieces. This they have done.” 

“Physical output in our plant is higher today than it was 
a year ago, and is also higher than during the prewar 
period. A study of our individual operator efficiency shows, 
by and large, that the average rate of premium and bonus 
earnings is higher. We have found it necessary to con- 
tinually add more inspectors, personnel to grease and pro- 
tect finished ground work, and additional personnel in vari- 
ous other activities connected with production. When we 
consider our man hours as a total, including all these people’s 
time, it would apparently result in a decreased productiv- 
ity per man hour.” 

“We have had a small increase in efficiency per man hour 
for the first quarter of this year over last year—approxi- 
mately 3%. A shortage of materials because of the recent 
coal strike has brought a drop in efficiency. Productivity 
is below what it was in the prewar period. Our tool power 
is lower than it should be, except in certain departments. 
We have new units on order.” 

“We have made expenditures for new plant and equip- 
ment since the war’s end. It has resulted in higher output 
per man hour when materials have been available. Prac- 
tically all manufacturing plants using sheet steel as a raw 
material have been restricted to a certain extent by short- 
ages of that material. The workers are better supplied with 
tools than in 1939-1941.” 

“Our workers are much better supplied with tools than 
before the war, and we are constantly making additional 
improvements in our production facilities. Investment per 
employee exceeds that of 1939 even when giving effect to 
increased costs of equipment. One of the most fertile fields 
for improving output per man hour, aside from improving 
physical facilities, lies in the installation of carefully planned 
incentive programs. Productivity tends to increase in pe- 
riods of more normal or possibly subnormal activity.” 

“The physical output or effort in productivity per man 
hour per employee is about the same or possibly higher 
than it was a year ago. Compared with the prewar period 
of 1939 to 1941, it is about 15% less.” 

“Our physical output per man hour is about on a par 


with a year ago, but is much greater than in the prewar 
years. There has been little change in the type of work per- 
formed in the last year or two, but compared with the 
prewar period the amount of work per ton has drastically 
declined, which largely accounts for a per man-hour produc- 
tion which is high compared with the prewar period. On 
the whole, our older employees are exerting about as much 
as in the immediate prewar period. The efficiency of many 
of the wartime acquisitions was very poor, and the turn- 
over exceedingly high. Turnover has declined, and those 
newer employees remaining are becoming more efficient.” 

“Productivity per man hour has been almost constant 
during the last several years. It was probably a bit better 
during 1946 and 1947 than during the war because they were 
then working twelve hours a day; they are now working 
eight. However, our men are paid on the incentive basis, 
and, when their machines are operating, they make money.” 


OTHER MANUFACTURES 
Chemicals: Higher Productivity the Rule 


“Physical output per man hour is 8% higher than it was 
a year ago. This increase is largely a result of installation 
of labor-saving machinery, particularly for handling in- 
coming and outgoing materials. Physical output per man 
hour is 45% greater than in 1940. This increase largely 
comes from new equipment and disappearance from the 
payroll of a section of our employees classified in 1940 
as ‘common labor.’ In the few cases where the same equip- 
ment is being used today as in 1940, we find an increase of 
a little better than 10%. We attribute this increase to sub- 
stantially improved labor relations and the effect of an in- 
creasing tempo of production resulting from mechanism 
in other parts of the plant.” 

“Productivity in terms of physical output per man hour 
is definitely higher than it was a year ago and before the 
war. The increase is mainly from labor-saving devices and 
machines. On the other hand, our people are working 
harder than they were a year ago and probably harder than 
they did before the war. This is because we have better su- 
pervision and not because our workers are displaying a 
more willing spirit than a year ago. Immediately after the 
war, we took the stand that we had to become more efficient 
if we were going to survive in the competitive market. We 
openly stated that we were going to do everything within 
our power to engineer our processes to get the lowest labor 
cost, and were going to insist upon a fair day’s work for a 
fair day’s pay. By taking this stand openly and repeating 
it often, we have beaten the resistance to what might other- 
wise have been interpreted as a speedup for the sake of 
making profit at the expense of the workman. In no case 
have we asked for more than a fair day’s work and in no 
case has anyone really suffered.” 


“Output per man hour is slightly higher than it was a 
year ago. Output per man hour for six out of nine of our 
important products, is below the average level of 1939- 
1941. There has been a rather important gain for the 
three other products.” 

“Productivity per man hour is somewhat higher than a 
year ago despite the fact that certain newly constructed 
units have not been brought into full operation. It is sub- 
stantially greater than before the war.” 

“Because of the installation of more suitable equipment 
and larger units, the physical output per man hour is ma- 
terially higher than last year and the prewar period.” 

“Qur increased expenditures for tool power are largely 
responsible for our increased productivity. A good spirit of 
cooperation among the men has been a decided help. Fur- 
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ther, a higher level of sales has made it necessary to operate 
continuously and at an over-all high production rate.” 

“Physical output per man hour is lower this year than 
it was a year ago and is not greater than it was before the 
war. Our workers are as well supplied with tools as they 
were in 1939-1941. Our product mix does not require more 
man hours per unit of product.” 


Food Products: Trends Are Divergent 


“Our physical output per man hour is somewhat higher 
than a year ago. Improvements in facilities and equip- 
ment have definitely contributed to higher output per man 
hour than prevailed during the war. But labor restrictions, 
shortages, and a somewhat lower average grade of produc- 
tive employees have put us at a disadvantage compared 
with before the war.” 

“Our figures in terms of units of production per man 
hour are: 1940—2.35; 1946—2.61; 1947—2.69.” 

“Our physical output per man hour is higher than it was 
a year ago and is apparently running about equal to 1939- 
1941. We have increased our manufacturing facilities and 
equipment since the war’s end. This has resulted in total in- 
creased output and has favorably affected our output per 
man hour. Without improved production facilities, it is 
questionable whether productivity per man hour would be 
quite so high as before the war.” 

“Output per man hour is about the same as it was a 
year ago and somewhat greater than in 1939-1941.” 

“Physical output per man hour per employee is higher 
than last year and about equal to what it was before the 
war. 

“The physical output per man hour is the same as it was 
a year ago but is not so great as it was before the war. 
New plants and equipment are not in use because of diffi- 
culty in obtaining certain necessary items.” 

“Our physical output per man hour is lower than last 
year, and also lower than in the prewar period. While we 
have programmed considerable expenditures for new plant 
and equipment, the greater part of these technological im- 
provements has not yet been realized. Our lower physical 
output per man hour is attributed to labor restrictions, con- 
tinued employment of additional help to offset absentee- 
ism, and to weak supervision.” 

“Our productivity per man is decidedly lower than a year 
ago. This is because of part-time operation, in our own 
company and, incidentally, in the entire industry. Our 
over-all cost of production in April was 59.9% higher than 
in the same month a year ago.” 


Leather and Products: Improved Equipment Needed 


No significant progress has been made in productivity per 
man hour from 1938 to 1948. Fluctuating styles during 
this period may account for some of the variation in man 
hours. However, in the shoe industry no technological ad- 
vancement has apparently been made in the last ten years. 
Our people are well supplied with tools, but many of them 
are of old design.” 

“Our productivity per man hour per employee is slightly 
higher than a year ago. Our productivity is greater than 
it was before the war. The shoe business does not seem to 
have the opportunities for increasing productivity per man 
hour that some of the newer industries have. Improvement 
in this industry is slow but gradual. Equipment and ma- 
cee to improve productivity is quite readily available 
today.” 

“Physical output per man hour or per employee is about 
the same as a year ago. It is greater than it was before 
the war. Our workers are about as well supplied with tools 


as they were then. More man hours are required as styling 
returns to normalcy.” 

“Our physical output per man hour or per employee has 
not changed since a year ago. In some cases the men possi- 
bly have slowed a little in their efforts because our busi- 
ness has been very quiet and our output considerably re- 
duced. Production in our plant has not changed materially 
except that during the last four months we have had a 
considerable larger percentage of custom work than in the 
years previous.” 


Paper and Products: Higher on Machine-paced Jobs 


“Our productivity is approximately 20% higher than it 
was a year ago and is approximately that much higher 
than in prewar years. This increase has been mainly the 
result of modernization of our machines.” 

“Reports from identical mills representing a consider- 
able portion of the paperboard industry shows that in 1947 
the tons made per man hour increased over the rate in 
1946. The gain in productivity was more than 10% over 
the prewar years of 1939-1941. Improvement in machines 
and equipment was long planned, but was mostly unattain- 
able until 1946 and 1947. Another important factor was 
the strong demand for paperboard, which permitted operation 
close to capacity.” 

“Our productivity in the first quarter of 1948 was about 
2% higher than the average for 1947 and about 30% greater 
than the average of 1939-1941. This increase, however, is 
owing to the expenditure of a considerable amount of 
money in improving and speeding up our machines, and is 
not a matter of greater man-power efficiency.” 

“Physical output per man hour averages approximately 
2% higher than a year ago. Productivity per man hour, 
is slightly below prewar levels. Our increase in tool power 
has not yielded higher output per man hour because of a 
greatly increased load upon supervision and difficulties in 
maintaining a full working force of properly trained people.” 

“On machine-paced jobs the output per man hour has 
improved during the past year. On the other hand, on 
man-placed jobs the productivity has declined. In the 
machine-paced jobs, increases have been in the range of 
72% to 25%, but this is the result of new producing units 
requiring fewer man hours per unit of production.” 

“In those phases of productivity which are dependent 
upon improved machinery or equipment there has been an 
increase in productivity since the 1939-1941 period. This is 
not true of strictly manual production, which has shown 
some decline. Direct man hours per ton of product have 
shown an improvement since the end of the war owing to 
improved mechanical conditions. Indirect man hours per 
ton, on the other hand, have increased rather rapidly and 
are the factor which has contributed most to the increased 
labor cost per ton of product—in addition, of course, to the 
increased hourly rates, which have reflected a sharp increase 
in labor cost per ton.” 

“Our production in tons is higher than last year, and is 
also higher than in 1939. This is not owing so much to the 
greater activity of our employees, as it is to new equipment 
we have put in our mills to increase the speed of our ma- 
chines, and to give us greater production with the same man 
power. Employees are really trying to do a better job than 
they did a year or two ago, but we do not believe that they 
are yet so stable or so efficient as they were in a period 
previous to the war.” 


Rubber and Products: Productivity Slightly Higher 


“Productivity per direct labor worker has increased nearly 
2% from March, 1947, to March, 1948. It has increased 
8% from March, 1941, to March, 1948. For all workers, 
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direct and indirect, the increase in productivity amounts to 
about 5% from March, 1941, to March, 1948. Tooling is 
better than before the war. However, generally materials 
have been somewhat changed, and are now harder to han- 
dle than in prewar days.” 

“Physical output per man hour is a little higher this 
year than it was a year ago. Productivity is a little under 
prewar years. Time allowances amounting to about 7% 
have been made for fatigue, smoking, eating, and other per- 
sonal needs or desires. Some of these allowances were the 
result of War Labor Board directives. Our workers take 
full advantage of these allowances and still feel that they 
are being abused if they cannot get their run-out fifteen 
or twenty minutes before the end of the shift. By putting 
in more reasonable effort and working more of the time 
they spend in the plant, there could be an improvement in 
output and earnings from between 5% and 10% by about 
50% of our employees.” 

“Our physical output per employee is higher now than 
a year ago and before the war. New plant and equipment 
have very definitely aided output per man hour and our 
people are much better equipped with tools than they were 
before the war.” 


Woolens and Worsteds: Hampered by Inexperienced 
Workers 


“Practically all our employees are paid on some sort of 
an incentive system. On the average our physical output 
per hour and per employee is a little higher than a year 
ago and is greater than in the years 1939-1941. Our tool 
power has not as yet yielded the maximum increase be- 
cause the program is not yet completed. Our workers are 
better equipped with tools today than before.” 

“The physical output per man has not changed very much 
during the past year. At the present time, because of the 
tremendous number of learners in our operation, the aver- 
age output per man hour is lower than during the period 
1939-1941. There has not been too much opportunity to 
get new plant and equipment into operation. Textile plants 
have not made many radical improvements since the war, 
and manufacturing operations that were reasonably modern 
just before and during the war cannot point to much tool- 
ing or plant improvement that would result in imcreased 
productivity. The relative tool power of our people is about 
the same as prewar, although repair parts and replacements 
are only just now beginning to come through in adequate 
quantities.” 


Other Textiles: Affected by Attitude of Labor 


“Physical output per man hour is higher than it was a 
year ago and before the war owing to the installation of 
higher-speed and more efficient equipment. Generally speak- 
ing, there was less reduction per man hour productivity in 
the textile industry than in many others. The reduction 
that occurred in the war years was principally caused by 
labor turnover. Now that labor has become more stabilized 
and employees are acquiring greater skill, we have returned 
to prewar standards. Technological improvements in the 
industry should result in further improvement in produc- 
tivity.” 

“In one department, the man-hour production of our old 
employees i is up to average, but the production of learners 
is very costly and pitifully low and unsatisfactory. In 
another department the production is very low per em- 
ployee because of inefficient new workers, and the total is 
also badly down, owing to shortages of rayon. At present, 
there seems to be a seasonal slump in orders—the first 
since 1939.” 


“Productivity is slightly higher than it was a year ago but 
is not greater than it was before the war. We have had a 
poor selection of factory workers and not enough of them 
during the past three years. The forty-hour week has also 
served to keep production somewhat limited.” 

“Productivity is higher than it was a year ago but about 
10% below 1939-1941. Our workers are supplied with the 
same tools as before the war, but the union restrictions on 
work load are such that we do not get a full day’s work per 
man. 

“Physical output per man hour is slightly higher than a 
year ago. Most of our expenditures for new equipment have 
had to do with the quality of raw materials and of the fin- 
ished goods which the machinery will turn out. The ques- 
tion of productivity per man hour has not been a major con- 
sideration in the purchase of this machinery. Increases in 
output per man hour are much more difficult of attainment 
today than they were before the war, largely because of the 
attitude of labor.” 

“Man-hour production is marginally higher than it was a 
year ago, although the amount of the gain is probably not 
much in excess of normal incidental fluctuations. The basic 
fact is that our older employees (say with ten years’ serv- 
ice), who still form a substantial part of our working force, 
continue to produce at high levels as always. During the 
war, the high turnover rate diluted the man-hour output 
by the higher proportion of untrained help. Turnover is 
acceptably diminishing and our average individual perform- 
ance is consequently improving. Even this is spotty. In 
some sections, where high skill is required, the long learn- 
ing period tends to reduce the man-hour figure, as compared 
with the easier operations.” 

“Practically all our production workers are employed on 
a wage- -incentive basis. Their productivity is just the same 
as it was a year ago. Employees not on a wage incentive 
plan—such as our warehouse men, supply men and me- 
chanics—are probably not producing so much per man hour 
as they did a year ago. We have no good way of measuring 
the productivity of this group.” 

“We have spent a great deal of money since the end of 
the war in reequipping our plant with new machinery. This 
has resulted in overdoing the same amount of work with 
14% fewer people. This is quite an item, especially in view 
of the very high wages which our industry is paying.” 

“Expenditures for new and improved equipment since the 
war’s end have resulted in a higher output per man hour, 
although other factors have also contributed to our in- 
creased productivity.” 

“In the major item of our production, output per man 
hour is at least no lower than it was a year ago, counting 
both direct and indirect labor, and it may already be 
slightly higher. While it is somewhat difficult to make exact 
comparisons in view of the changes in manufacturing prac- 
tice over nearly ten years, productivity now is as high as 
it was before the war, even though there has been an in- 
tervening period when productivity fell as a result of less 
efficient help and the inclusion of a larger number of 
learners.” 

“Productivity per employee should hardly be any worse 
than during the slowdown of a year ago. It is not greater 
than in 1939-1941. The character of our product mix has 
not changed except for a little more rigid inspection of our 
purchases.” 

“For the same equipment and the same product, we see 
no change in output per man hour. In the textile industry 
the majority of the workers are primarily machine tenders 
who maintain operation of a machine so that productivity 
is less dependent on personnel factors than in industries 
where there is an assembly line technique.” 
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Miscellaneous: Divergent Trends 


“Productivity per man hour is higher today than it was 
a year ago and appreciably higher than prewar. Several 
factors have contributed: (1) better equipment; (2) bet- 
ter-trained working force; (3) a scale of pay which creates 
more incentive for better production; and (4) a better 
trained supervisory force.” 

“Productivity of our two major stock factories is running 
from 7% to 10% higher than a year ago. We ascribe the 
increase to (1) introduction of new individual incentive pay 
for hourly workers; (2) improvement in machinery and 
equipment; and (3) increase in raw material supply.” 

“Productivity per man hour is about the same as it was 
a year ago and somewhat greater than before the war.” 


“Productivity per man hour is running approximately the 
same as a year ago but has greatly increased as compared 
to the 1939-1941 average. The rise is largely owing to im- 
proved machinery and equipment.” 


“Employee productivity is just about the same as it was 
a year ago. During the years 1939-1941, productivity was 
much greater than at present.” 


“Productivity is from 6% to 7% lower than a year ago. 
Most of our expenditures have been for replacements and 
not for improvement. Our largest increase in expense has 
been in purchases of textiles.” 


“Production per man per hour is a little lower than it 
was @ year ago.” 


